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INTROOOCTION 
It is the purpose of this thesis to analyze the economic pro-
blems confronted by the employee affected by the illness of himself, or 
a member of his family, and to suggest the part that management should 
play in assisting the employee to meet the resulting financial burdens. 
This paper will be primarily concerned with the problems re-
sulting from non-occupational illness, an area where the individual's 
financial security continues to be primarily dependent on his personal 
planning and on the voluntary assistance of management. The specific 
problems connected with industrial accident 'cases'and Workmen's Compen-
sation Laws will not be discussed at any length but will be referred to 
in Chapter 1 dealing with the requirements established by government. 
The ability of the worker to pay for the costs of illness has become in-
creasingly a basic and vital demand on our economic system and consequent-
ly on management. The businessman with foresight is aware that misdirec-
tion, or lack of action on the part of management concerning the basic 
demands of society, inevitably leads to society delegating government to 
legislate for its welfare. The results are generally far more detrimental 
to the business operation than would have resulted from the voluntary ini-
tation of remedial measures by business. In recent years, a far greater 
emphasis than ever before has been placed by business on its social and 
public responsibilities which are realized to be so closely inter-related 
with the long run effective operation of the business. Worker attitudes, 
management-worker relations, local, state and national laws regulating and 
affecting business are all being carefully studied and scrutinized by 
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discerning and responsible businessmen. The answers that are indicated 
are surprising to many who had been reared in the short range approach 
that their only responsibility as managers was the immediate profitabi-
lity of the business. By placing emphasis on the actions of the day and 
not on the long run implications of these acts, they had overlooked im-
portant factors relating to the very existence of the enterprise, They 
had failed to envision the importance of sound management-employee rela-
tions, and unwittingly invited more government intervention and regula-
tion of business operations, It has become important for the manager to 
analyze the basic economic problems facing the worker, and to decide what 
part management should take in improving the situation or helping to pro-
vide a solution. Is the problem within the scope of management's respon-
sibilities? Is it better for government to legislate the course of ac-
tion? Will management's considerations of the problem contribute to a 
better solution, and would it strengthen the basic tenets of our economic 
system? Will the worker be helped to think as an individual, and not as 
a dependent of government dole-outs? Will management's participation 
build confidence in the integrity of the business enterprise, and in its 
responsible approach to the problems of the worker? Can management af-
ford to leave the solution of the problem to someone else? These are a 
few of the questions a manager may ask himself in considering what he 
should do in assisting his employees in overcoming a basic economic pro-
blem, such as meeting the costs of illness, 
We need only to look at the record of rising medical costs and 
especially hospital expenses, to realize the necessity of employees allo-
cating a portion of their income to the inevitable costs of illness. 
4, 
With the tremendous increase of credit purchasing in this country in re-
cent years, we have positive evidence of the degree of spending by people 
for so-called "happy costs": automobiles, household appliances and luxu-
ries. People, however, are not as willing to set aside a part of their 
income for the indeterminable, yet likely, expense to result from illness. 
This type of expense may be termed "unhappy" expense, and yet it should 
be made part of an individual's budgeted expenses. Unfortunately, people 
tend to spend more willingly for tobacco and liquor, because of the en-
joyment they derive from them, than they do for the "unhappy" type of ex-
penses.* They find themselves wanting when they encounter the costs of 
illness. If people are to continue to enjoy the highest standards of me-
dicine which result from the private practice of medicine, they must be-
come educated to the necessity for proper planning in advance, to pay for 
their medical costs. Management, with its stake in preserving the free 
enterprise system and strengthening the public's confidence in its busi-
ness enterprises, must undertake to help the worker to plan for his fi-
nancial needs. Management's evaluation of effective medical expense in-
surance plans, and its efforts to work with and to advise employees in 
planning for their future financial requirements, can contribute substan-
tially to the individual's ability to pay his own way without the crutch 
of government welfare. People can then look more to industry for solu-
tions to their economic problems, and not increasingly to government. 
Many large employers in the United States have implemented a 
broad range of employee services and benefit plans. Some have argued 
*101, p. 18 
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that small firms may not be able to afford the costs connected with of-
fering these plans to employees. A carefully considered long range ap-
praisal of the business objectives may, however, provide the businessman 
with other answers. The results and costs of plans which management has 
helped to develop, and has voluntarily offered to employees, may prove to 
be far more favorable to the business than the restrictions and costs 
imposed by government. The suggested management plans, policies, and 
attitudes, may, therefore, be said to be applicable to any size employer. 
The management of small and large firms alike are concerned with the in-
creasingly heavy tax burdens being imposed on business, and on the indi-
vidual citizens of the economy. The trend has been to greater local and 
national government expenditures for the health and welfare problems of 
the people. Business management has traditionally opposed extension of 
government control and activity. This attitude has not been realistic 
or effective, since management failed to offer positive alternatives or 
solutions to basic economic problems facing the worker. The challenge of 
the future for management, is to prove through action, and not inaction, 
that the individual worker can provide security for himself in time of 
illness, with the help of management's planning and assistance. 
A basic foundation block of our economic system is the private 
business firm. The trend to more government participation in the opera-
tion of the economy can only be reversed if management accepts the pro-
blems of the employee as those of the business enterprise, and takes 
steps to strengthen the willingness and the ability of the employee to 
pay for his own obligations. 
6. 
The material in the thesis has been organized in the order of im-
portance that management may possibly assign to its consideration of the 
services and plans it should provide to its employees, to help them in 
effectively meeting the financial reverses resulting from illness. The 
employee benefit plans and policies of three employers with plants in 
Eastern Massachusetts, the General Electric Company, Sylvania Electric 
Products Company, and the Raytheon Manufacturing Company, are described 
and analyzed as examples of current practices. Many of the General Elec-
tric plans and policies apply to all plants of the company, although spe-
cific reference is made to the performance and statistics of the Medium 
Steam Turbine, Generator and Gear Department, located at the Lynn River 
Works, Lynn, Massachusetts, and which employed over 6,500 people as of 
the end of 1957. There are over 12,000 people employed at the Lynn River 
Works in the three operating departments located there. The Sylvania 
plant at Boston Street, Salem, employing on an average of about 800 people, 
and the Waltham plants of the Raytheon Company, with about 7,500 people, 
were also surveyed, and their plans and policies are reported as they re-
late to the various phases of the problem. 
The first chapter can perhaps be summarized as a report of the 
ground lost to government, possibly because of the inaction or ineffec-
tiveness of the managers of business in helping to solve basic economic 
problems. The laws and taxes which the employer must conform to in order 
to provide government with the moneys to expend in assisting people af-
fected by illness are discussed in this chapter. Specific consideration 
is given to the extension of the Social Security Act to provide disability 
benefits, and to the emergence of state laws regulating and providing 
7. 
health insurance coverage for the aged. A section of the chapter is de-
voted to the evolution of Workmen's Compensation Laws, and specifically 
to the Massachusetts Law. A report is given on the practices which have 
developed under the law and recommendations are made as to possible 
remedies. 
Management cannot afford to stop after meeting government re-
quirements, in considering its responsibility to help the employee pro-
tect himself against the costs of illness. By failing to educate the 
worker to help himself and not to depend completely on government, by 
not emphasizing and working to strengthen the concept that any person 
willing and able to work, can, through proper planning and investment, 
provide for his own financial protection in times of illness, management 
contributes to the doctrine of people who would sacrifice all personal 
freedoms for the security of a welfare state under which government would 
regulate the life of man. If it is agreed that management must do more 
than just what is required by government, a careful appraisal must be 
made of the various problems to be considered, and of the alternative 
courses of action. 
The individual who accepts his family responsibilities, recog-
nizes the need of providing for his family and protecting them against 
the uncertainties of life. The risk sharing advantages of life insurance, 
provide the employee with the opportunity to set aside a portion of his 
income to buy protection for his family in the event of his death. Group 
life insurance, which was first written by insurance companies in 1911, 
became one of the earliest forms of fringe benefits offered to employees. 
8. 
It has had wide acceptance in industry by both management and labor. 
Discussed in Chapter 2, are the early history of group life insurance 
coverage, the developments which have taken place at the General Electric 
Lynn River Works, during more than 65 years of operations there, and the 
current levels of coverage at the Sylvania and Raytheon plants. Wide 
differences are noted in the levels of life insurance coverage offered 
in the three firms, and comparisons are made of their current practices. 
A most critical problem facing the employee, that of paying 
for his unpredictable medical expenses, is treated in Chapter 3, in the 
discussion of health insurance plans. The history of the Mutual Benefit 
Association of the General Electric's Lynn River Works, from its begin-
nings in 1902 to 1950, when it was dissolved in favor of a plan under-
written by the Metropolitan Life Insurance Company, is presented, and re-
presents the type of health insurance protection and management approach 
that was common during the first half of our century. The tremendous 
progress in voluntary health insurance plans which has taken place in 
less than a decade since, is exemplified in General Electric's offering 
of comprehensive catastrophe-type medical expense coverage, to all its 
employees. A description of this pioneering approach to health in-
surance protection is given including statistics on the cost of the plan, 
to employees, and to the General Electric Company. The health insurance 
plans, and management philosophies of the Sylvania and Raytheon companies, 
provide interesting comparisons, and are analyzed in the chapter. The 
future trend of government action in this area will depend to a great ex-
tent on the attention that management gives to the problem. It is also 
9. 
emphasized that voluntary solutions to the problem depend on the respon-
sibility and self control exercised by doctors, hospitals, and other seg-
ments of the medical profession. 
The financial rehabilitation of the employee affected by the 
costs of illness is presented in Chapter 4 as one other aspect of the 
problem for management's appraisal. In the situation where the employee 
has been unable to work for a period of time, due to illness, the problem 
is created of paying the medical expenses on top of normal living ex-
penses, with the substantially reduced income generally afforded by the 
health insurance plan which the employer may have provided. After his 
return to work, the employee may continue to be faced with a difficult 
and troubled period while he attempts to pay off the financial obliga-
tions accumulated during the illness. His productivity, the quality of 
his work, and his attitudes, may be affected. Financial assistance of-
fered by management, and free of usurious interest charges, together with 
practical counseling, can assist the employee to gradually relieve him-
self of these debts. The various plans of assistance available to em-
ployees of the General Electric's Lynn River Works are described and ana-
lyzed. Although specific plans designed to offer financial protection 
to employees in times of illness were not found to exist in the firms of 
Sylvania and Raytheon, which were surveyed, a Credit Union operation 
existed in both. Although Credit Unions operate more on the principles 
of banking institutions, than on the basis of need, they also serve to 
provide employee members of the credit union with assistance to pay for 
bills resulting from illness. 
10. 
The full value and effectiveness of any benefit plans offered 
to employees, to assist them in overcoming the financial difficulties re-
sulting from illness, can be achieved only with a commensurate program 
of employee counseling and education. The practices of the three manu-
facturing firms surveyed, are presented in Chapter 5, as exampled of 
current management attitudes and policies. The effectiveness of manage-
ment's counseling will, of course, depend to a great extent on the atti-
tude of management concerning the security that should be offered to em-
ployees affected by illness. How long the employee's service should be 
protected, what effort should be made to find suitable jobs for employees 
who are permanently handicapped because of illness, are areas in which 
management may evidence its sincere interest in the welfare of the 
employee. 
The future presents a great challenge for management in solv-
ing the basic economic problem of the employee's welfare in times of ill-
ness, and specific recommendations are offered for management's appraisal 
in the concluding chapter. 
The author acknowledges with gratitude and appreciation, the 
co-operation of Mr. c. Brown, Jr., Manager, Employee Relations, of Gene-
ral Electric's Medium Steam Turbine, Generator and Gear Department, Lynn, 
Massachusetts, Mr. Clarence Dupray, Personnel Manager of the Boston Street, 
Salem, Massachusetts , plant, of the Sylvania Electric Products Incorpo-
rated, and Mr. William Saulnier, Director of Employee Services of the 
Raytheon Manufacturing Company, Waltham, Massachusetts, in contributing 
information concerning the management philosophies, and the specific 
plans and policies of their respective companies. 
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It is hoped that this paper makes a contribution to an impor-
tant area of management-employee relations, which not only affects em-
ployee morale and productivity, but also has national implications, as 
it influences the course the nation may take in the future with respect 
to the medical care problems of the individual citizen. 
12. 
CHAPTER I 
REQUIRED BY GOVERNMENT 
The Chamber of Commerce of the United States has estimated that 
it cost an employer in 1929, only 0.3¢ per hour for legally required pay-
ments for employees' welfare. State Workmen's Compensation Laws were, at 
that time, the only form of fringe benefit required by law for employees. 
In 1955, the cost of legally required payments by employers were estimated 
at 4.5¢ per hour, and for 1957 it is predicted that the cost may be closer 
to 20¢ per hour.* The taxes that government may impose on business in 
the future, in order to meet the costs of its welfare programs, will be 
dependent on the degree of government activity in this area and the measure 
of responsibility accepted by management. The more that management pro-
vides voluntarily, and with co-operative employee effort, the less need 
there is for further government legislation and extension of government 
sponsored payments, to provide employees with security in times of illness. 
A doctrine of capitalism in the nineteenth century was that 
selfishness on the part of the business enterprise automatically turns in-
to the common good.** Experience has taught otherwise, however. In re-
cent years, management has appraised its existence and relationships in 
a new light, accepting greater public and social responsibilities. There 
is an increasing awareness that the future freedom of action of private 
enterprise will depend on management's willingness and ability to antici-
pate and positively act on the demands of society. By earning the public's 
*96, p. 43 
**7' p. 391 
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confidence, management can strengthen our economic system and preserve 
the freedoms of the business firm and the consumer. 
A. Disability Insurance under Social Security 
Where the private enterprise system, through its management, 
failed to respond to the problem of employee security in times of illness, 
government has legislated for the welfare of its citizens. When the So-
cial Security Act was enacted in 1935, it was the intent of the govern-
ment that the law would protect the aged from actual want. In the years 
that have followed, the act has been broadened considerably, and the 
costs have correspondingly increased for both employers and employees. 
The 1956 amendments to the Social Security Act incorporated protection 
for the totally disabled. A monthly pension is provided under the plan 
for qualified employees and self employed, who are permanently disabled 
and over age 50. The taxable wage base was raised from $3600 to $4200 
beginning in January, 1955, and the contribution rates were also in-
creased to provide increased collections in order that the government 
might be able to pay the increased monthly benefits in the years to come. 
The present tax schedule provides for progressive tax increases for both 
employers and employees, with the rates to be applied on the taxable 
wage base of $4200 rising from 2 l/4% in 1956, to 4 1/4% in 1957. Maxi-
mum monthly benefits for a worker are currently $108.50, with additional 
benefits also provided for a wife over age 62 and for dependent children 
under 18.* 
*95, p. 96 
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The future costs of these increased benefits and especially of 
the disability insurance feature are as yet undeterminable. The abuses 
to which the disability coverage may be prone are not yet fully appre-
ciated. Investigation processes and rehabilitation efforts may provide 
some limited measure of cost control. The fact remains, however, that 
the business enterprise, and the individual citizen, have an increasing 
tax burden to bear, in order to support costs of these government admi-
nistered programs. 
B. Proposed Social Security Liberalizations 
The Congress continues to consider proposals for the further 
broadening of the Social Security Act. Democratic and Republican legis-
lators alike in the 85th Congress were quoted in favor of further liberali-
zations. The employee unions continue to exert similar pressure for in-
creased cash benefits, and for a new program of medical care for Social 
Security beneficiaries. The labor group proposes a l% tax increase and 
an increase in the taxable year base from $4200 to $6000.* Another bill 
closely related to the subject of employee security in time of illness is 
one introduced by Congressman Forand, of Rhode Island, which provides 
hospital and surgical expense benefits for the aged. The bill would pro-
vide benefits for up to 60 days of hospitalization in semi-private accom-
modations, and up to 60 days of Nursing Home care during any 12 month 
period. Benefits would also be provided for Surgical expenses. The So-
cial Security tax rate would be raised by 1/2% for both employers and 
employees, and 3/4% for the self employed. The taxable salary base would 
' 
*95, p. 94 
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be raised from $4200 to $6000.* The Congress is also considering bills 
to provide broad major medical expense coverage for all Federal em-
ployees.** The government is concerned with abuses in Health and Welfare 
Funds, and has studied proposed legislation to require registration, 
reporting and disclosure of financial data of Union Welfare Funds, 
whether unilaterally, or bilaterally administered.*** 
Segments of management have raised traditional objections to 
further extension of government assistance to the aged, and to the other 
citizens of the economy, asserting that business and industry have been 
doing an adequate job in assisting aged citizens in paying for medical 
expenses. They contend that the problem is not of a magnitude that 
would require government intervention and regulation. It is a fact, 
however, that under many employee group insurance plans, there is a com-
plete termination, or sharp limitation, on benefits when employees reach 
the age of 65, or retire. It is clear from the government's increasing 
interest in the problem of the citizen's security in times of illness, 
that remedial action must come from some quarter, voluntarily, or measures 
will continue to be taken by government. Opposition by management to 
further government activity in this area will not be effective, unless 
it is accompanied by evidence of positive action by this segment of the 
economy. A retired employee, who may be living on a limited subsis-
tence income, would be financially helpless to pay for a period of hos-
pitalization, or for surgery, unless he were covered by adequate insurance 
*108, p. 84 
**108, p. 85 
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protection. Progress has been made in American industry to provide 
plans offering the same level of benefits for hospitalization and surgery 
after retirement, as during active employment. The question remains 
whether or not management has accepted its full responsibility in this 
economic problem. The alternative of a government crash program em-
bodying political expediencies, may impose far less desirable costs and 
behaviors on management and employees. The current trends of government 
activity in the medical care problems of its citizens illustrate the pre-
sent nature of society's basic economic demands. 
C. Colorado Free Hospitalization for Aged 
The State of Colorado long recognized as a leader among states 
in grants to the aged, added in 1956 to its already extensive program of 
assistance to its pensioners, a program of free hospitalization for its 
52,000 pensioners. Under a special arrangement with Blue Cross and Blue 
Shield, and with the co-operation of 82 hospitals, and the members of 
the medical profession, the hospital plan was put into effect. Pen-
sioners receive cards entitling them to enter any of the participating 
hospitals. When the pensioner leaves the hospital, the Blue Cross bills 
the state for the cost of the room, drugs, and supplies used, (except 
blood or blood plasma) and adds $2 as a service charge. The administra-
tors of the new welfare fund predict that as more funds become available, 
the hospitalization program would be broadened to provide free medical 
care for pensioners, and possibly dental care as well. Justice o. Otto 
Moore, of the Colorado Supreme Court, who pioneered much of the pension 
and welfare legislation, passed by the state, has praised the action 
17. 
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taken by the state, which he asserts has "wiped out the old concept of 
compulsory family responsibility".* The dangers inherent in destroying 
individual and family responsibility for providing for the costs of ill-
ness, present real threats to our free private enterprise system. Com-
plete dependence on government to pay for the costs of all medical care, 
can only lead in time to a system of socialized medicine, and a loss of 
basic individual freedoms. The tax burdens and business freedoms of to-
morrow depend on how well management accepts and practices its public 
responsibility today. 
D. Evolution of Workmen's Compensation Laws 
In the early years of America's industrialization, management 
devoted little attention to the problems of the worker disabled because 
of an industrial accident. Common Law, and its later modified versions 
found in the Employer Liability Laws passed by some states, were ineffec-
tive in providing financial assistance to a worker hurt on the job, and 
were decidedly slanted in favor of the employer. Under Common Law, an 
employee had to prove negligence on the part of the employer, in order 
to receive compensation for his injury. Common Law spoke of the employer 
as master, and employee as servant. All that was required of the master 
was that he perform his duties to his servants as a reasonable man would. 
This reasonable man concept provided employers with a perfect defense 
against suits of employees.** This wholesale disregard of the injustice 
to the employee injured and disabled because of an occupational accident, 
led to society's demand for more adequate security. Federal and state govern-
ments enacted legislation known as Employer's Liability Laws, which either 
*102, P• 50 
**11, P• 9014 
abolished some common law defenses, or modified them. Although these 
laws offered the employee a slightly better chance of recovery, it was 
still necessary for the employee to seek recovery through a court of law, 
and the employer still had to be proven negligent. As the public's dis-
satisfaction with the Common Law doctrines, and the Employer Liability 
Laws continued, it was natural to expect that other remedies would be 
sought for his basic problem. A new theory, which had its beginnings 
in Germany, and was embodied in compulsory statutes there in 1885, soon 
found its way to the United States. Workmen's Compensation statutes 
were enacted by several states in the early 1900's, but were at first 
declared unconstitutional. These statutes embodied the new theory that 
provided a systematic method of compensation to alleviate the employee's 
hardship in industrial cases. In 1917, the United States Supreme Court 
declared Workmen's Compensation statutes as constitutional.* All states 
now either have compulsory or elective Workmen's Compensation statutes. 
The statutes of the various states generally differ in their provisions, 
and in their benefit limits. They have been subject to numerous amend-
ments since their inception, and to controversial court decisions. 
E. Analysis of Massachusetts Workmen's Compensation Law 
The Massachusetts plants of the General Electric Company, 
Sylvania, and Raytheon, to which reference is made throughout this thesis 
are required to conform to the provisions of the Massachusetts Workmen's 
Compensation Law. It was enacted in 1911, and has had more than 400 
amendments since its inception. It has been confused by numerous court 
*11, p. 9017 
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decisions, and is generally regarded by employers and employees alike, 
as an ineffective and unintelligible law.* 
An employee who suffers legitimate injury while at work, may 
find his claim denied by a workmen's compensation carrier, who reasons 
that the delay of several months before the employee's appeal is scheduled 
to be heard by the State Industrial Accident Board, may serve to its ad-
vantage. The economic hardship on the employee created by this delay may 
pressure the employee into accepting a lump sum payment under a Redemption 
of Liability Agreement. This curious and paradoxical arrangement enables 
a workmen's compensation carrier to deny its liability on a claim, but 
at the same time to pay a lump sum of money to the employee claimant in 
order to resolve any possible past, present, or future liability connected 
with the injury. 
The employee whose claim is denied, may appeal, under law, the 
decision of the Workmen's Compensation carrier to an Industrial Accident 
Board, appointed by the Governor of Massachusetts. The employee will 
generally engage an attorney to have his interests protected in the ap-
peal proceedings. The attorney's fees are generally geared to the size 
of the settlement, and provision is made for these fees in the decision 
made by the Industrial Accident Board. The attorneys have been accused 
of opposing improvements in the Workmen's Compensation Law because of 
their vested interest in maintaining a law which results in as many as 
8000 hearings each year before the Industrial Accident Board, at a cost 
of more than $2,000,000 in medical and legal fees to the workers alone.** 
*81, p. 8 
**81, p. 8 
20. 
Workmen's Compensation claimant attorneys, on the other hand, feel that 
the Massachusetts law is one of the most workable in the nation, provided 
the attorney is thoroughly familiar with it.* 
The Massachusetts law is noted for the length of time it allows 
benefits to be continued. The injured worker may receive compensation 
as long as he is totally disabled, and up to $10,000 maximum if partially 
disabled.** Medical care can continue for life.*** The statistics on 
lump sum payments bear out the fact, however, that many employees sacri-
ficied this possible lifetime protection, for the immediate benefits of 
a lump sum settlement. Lump sum settlements totalled $10,000,000 in 
1955, nearly one quarter of the year's compensation payments. It is 
felt that economic pressures may cause some employees to accept lump 
sum payments, and that malingerers may also work such settlements to 
their own advantage.**** The General Electric Company, in considering 
the problem created by controverted workmen's compensation cases, in-
augurated in 1954, a plan whereby weekly disability benefits would be 
paid to a disabled worker whose claim for workmen's compensation bene-
fits had been denied, and who was appealing this decision. With the co-
operation of the Metropolitan Life Insurance Company, the underwriter 
for the non-occupational group plan of health insurance, the plan provided 
that in cases of severe hardship, an employee could be paid weekly dis-
ability under the non-occupational plan on the agreement that he would 
refund to the General Electric Company any overpayment resulting from the 
*82, p. 23 
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possible future payment of Workmen's Compensation benefits. Since the 
Massachusetts Law does not permit a lien to be placed against Workmen's 
Compensation benefits, the General Electric Company must deal with the 
employee personally, to arrange for the refund, if the Industrial Acci-
dent Board rules that the Workmen's Compensation carrier is liable, and 
directs the payment of lost time compensation under the Law. A collec-
tion problem is, therefore, created for the employer who has advanced 
weekly benefits to the injured employee to ease the hardship while wait-
ing for the appeal to be heard by the Board. The Sylvania, and Raytheon 
firms do not provide any compensation in controverted workmen's compensa-
tion cases until a final decision is rendered by the Board. The situation 
is, therefore, created of an employee who is totally disabled and eligible 
to benefits under either Workmen's Compensation, or the non-occupational 
group insurance plan, but who is left without any income at all because 
of the litigation necessary to resolve the question of liability. 
From experience in actual cases involving a question of an in-
dustrial accident, it is apparent that there is room for much improvement 
in the Workmen's Compensation system of the state. Management and labor 
must give attention and consideration to the industrial accident problem, 
if we are to have a sound law free of antiquated provisions, and one which 
is not prone to the schemes of malingerers and unethical attorneys and 
doctors. In 1956, the United States Department of Labor published a 
Workmen's Compensation Law which might be used as a model by the states.* 
It presented what were considered to be new approaches to the workmen's 
*83, p. 45 
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compensation problem, designed to meet the requirements of our modern 
world. Critics of the federal government's intervention in the Workmen's 
Compensation field, even if only to offer the model legislation, asserted 
that the states had developed their workmen's compensation laws over the 
past 40 years in a manner that would best meet the needs of the people of 
the state, and that the model plan did not offer a practical or workable 
solution to the problem.* 
Looking at the Massachusetts problem, it is apparent that the 
Industrial Accident Board must be organized so as to act promptly and 
effectively on all cases brought before it. A prompt review procedure 
would eliminate many of the economic pressures and abuses now resulting 
from the long delays. The law should be clarified as to its application 
in degenerative diseases, such as heart condition. A trend has been seen 
in court decisions that held that heart disease can arise from work that 
is neither heavy or unusual. In addition to the cost factor involved 
in extending workmen's compensation coverage to degenerative disease 
cases, another alarming result is that employers are denying employment 
to people with heart conditions, and to older persons because of the 
potential liability. The costs of Workmen's Compensation continue to 
rise and at the same time, the general dissatisfaction of the employees 
and management continues to grow. Management for its part should focus 
its attention on the law and the system, and recommend changes in the 
law to provide fair and prompt consideration of cases. The problem is of 
common concern to all employers regardless of the size of the firm. 
*83, P• 79 
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A better law, which would minimize abuses and eliminate unnecessary costs, 
would lead to a more effective handling of claims and to greater benefits 
for the employee. 
In addition to workmen's compensation legislation, a few states 
have also passed laws providing protection from loss of wages resulting 
24. 
from non-occupational disability. These states are Rhode Island, Califor-
nia, New Jersey, and New York. Massachusetts does not have such a law, 
although similar bills have been introduced in the legislature on several 
occasions, and were defeated. A description of the voluntary non-occupa-
tional health insurance plans of the General Electric, Sylvania, and Ray-
theon plants in Massachusetts, is presented in Chapter 3 on Health Insurance. 
F. Business Firm as a Corporate Citizen 
The lack of success of this proposed legislation in Massachusetts 
can be attributed to some measure to these voluntary plans implemented by 
management and labor to assist the worker to pay for his medical expenses, 
and to provide him with an income during a period of disability. It is 
this type of positive action by management, and not just traditional oppo-
sition to further government legislation in this area, that will earn 
greater public confidence in the objectives of the business firm. The 
business firm represented by management must be considered a corporate 
of the community, of the state, and of the nation. It has an important 
stake, therefore, in the community's growth and development. Management 
must make every effort to communicate the company's objectives, and to 
have them understood by all. It must also evidence its concern in the 
problems of the community, and its willingness to assist in providing 
solutions to these problems. Reciprocally, management may expect a 
fair approach on the part of the community to the problems of the busi-
ness enterprise. Our future economic way of life depends to a great 
extent, on management's approach to these problems, and to the degree 
of the employee's future dependence on government. 
~. 
CHAPTER 2 
LIFE INSURANCE 
A. Early History of Life Insurance 
Since group life insurance was first written in 1911, there 
has been a tremendous growth in this form of employee benefit plan, In 
1935, the volume of life insurance in force under group contracts amount-
ed to about 10 1/2 billion dollars. By 1951, the volume had increased to 
over 60 billion.* This type of protection was one of the earliest forms 
of fringe benefit offered by employers for their employees. The advan-
tages it offered of low cost insurance, through group participation where 
the risk was shared by young and old, healthy and not so healthy, re-
ceived immediate acceptance by management and by employees. There was 
early opposition to group coverage by certain segments of the Life In-
surance industry, who asserted that group plans discriminated against 
the individual policyholders who had to undergo medical examination and 
that it might interfere with the activities of the insurance agent. 
The American Life Convention in 1913 passed a resolution condemning Group 
insurance.** Fraternal associations also opposed group insurance, on 
the grounds that their membership was being raided by insurance companies. 
As time passed, however, more and more support was gained by the propo-
nents of group coverage. The States commenced to pass legislation le-
galizing issuance of Group Life Insurance policies without medical exa-
mination and at lower than individual policy rates. As a result of the 
*10, p. 107 
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rapid growth of Life Insurance coverage, which took place in the first 
few years following its inception in 1911, it became apparent that uni-
form group legislation was necessary. The Insurance Commissioners of 
six states and six actuaries of group companies were designated by Na-
tional Convention of Insurance Commissioners in August 1917 to draft a 
group life insurance definition and standard policy provisions. The re-
commendations of this committee were accepted by practically all Life 
Insurance companies and provided a guide for the states to follow.* 
Most states now have statutes regulating group insurance provisions. 
B. General Electric's Life Insurance Plans - 1902 to Present 
The evolution of the Life Insurance program of the General 
Electric Company is an example of the progress made in industry to pro-
vide adequate life insurance protection for employees. At Lynn, Massa-
chusetts in 1902, at what was then called the Thomson - Houston works, a 
group plan called the Thomson Houston Mutual Benefit Association was 
formed by a group of employees. The Thomson Houston Company had become 
a part of the newly formed General Electric Company in 1892, but the as-
sociation continued under the name of the Thomson Houston Mutual Benefit 
Association, until 1911, when it was changed to the General Electric Mu-
tual Benefit Association. Its purpose as outlined in its Constitution was 
to afford relief to the members for disability through sickness or acci-
dent and to provide funeral benefits in case of death. The funeral bene-
fits provision of the plan established a death benefit of $100 for the 
legal heirs of the deceased. This was the first form of Life Insurance 
*10, p. 57 - 59 
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which became available for employees of the Company on a voluntary basis. 
The cost was entirely borne by employees, who could enroll in the plan 
for .50 and had to pay .10 weekly as dues to the M. B. A. The plan also 
provided sick benefits to employees absent for illness at a rate of $5 
per week after the first weeks absence, up to a maximum of $70 in any 
twelve consecutive months.* 
In 1920, two classes of benefits were established and two rates 
of dues. Dues for class 1 were .10 weekly and entitled the employee to 
a death benefit of $100. Dues for class 2 were .17 weekly and a death 
benefit of $175 was provided. In the year 1920, also the General Elec-
tric Company first offered a group plan of life insurance protection to 
its employees.** This Free Group insurance as it was called was under-
written by the Metropolitan Life Insurance Company and offered life in-
surance based on service of from $500 to $1500 for employees with depen-
dents and a standard sum of $150 for employees without dependents. The 
cost of the plan was paid entirely by the Company. An optional feature 
of this group plan was the payment of the Free Insurance in installments 
to an employee who became totally and permanently disabled before his 
60th birthday and who was so disabled for more than 6 months. Previous 
to this plan and beginning in 1915, the Company had as a policy provided 
a death benefit payment which had previously matched the M. B. A. payment. 
The Free Group Insurance Plan ceased with termination of employment, but 
*30, p. 3 
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carried a conversion feature for employees terminating their service 
and provided for continuance of the insurance for one year during an 
absence of illness. For lack of work periods, the continuance period 
depended on the employee's length of service. It provided insurance 
continuance of 1 month for 1 year of service and up to 6 months conti-
nuance for employees with over 10 years of service. 
In 1925, the Company offered an Additional Insurance Plan to 
employees.* This was a contributory plan providing one year term Group 
Life Insurance to be paid for by employees. Life Insurance of from $500 
to $2000 was provided according to 3 income classes of employees. Monthly 
cost to the employee was $.30 for Class A, providing $500 of insurance, 
$.75 for Class B, providing $1000 of insurance, and $1.70 for Class c, 
providing $2000 of insurance. Total and permanent disability benefits 
were transferred from the Free Insurance to the Additional Insurance. 
Employees were required to pass physical examinations to qualify. The 
General Electric Company accepted the cost of administering the Plan and 
also to provide free visiting nurse service to participating employees. 
Conversion of the insurance to a private permanent type plan within 31 
days of termination of service was allowed under the Plan. Conversion 
was also allowed to a private permanent plan while employees were still 
in the service of the Company. The benefits would be paid regardless of 
the payment of .Workmen's Compensation benefits for the death of an emplo-
yee by accident. Employees who retired were allowed to continue the full 
amount of their additional Insurance, by payment of their regular premiums. 
*51 
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The voluntary principle of enrollment gave way in 1928 to one 
whereby enrollment in the Additional Group Insurance became a condition 
of employment for men under 45 years of age, who completed 5 or more 
years of service. Employees over age 45, who did not apply for Additional 
Insurance received Free Insurance.* In 1929, the Free Insurance Plan 
was revised to permit the Free Insurance to continue after retirement 
on a reducing basis until completely exhausted.** A new graduated scale 
of insurance based on age and service was also introduced. Premiums 
were increased on September 1, 1929 to $.58 per thousand dollars of Life 
Insurance for employees under age 20 up to $4.95 per thousand of insurance 
at age 60 or over. These rates were again revised on January 1, 1936, to 
provide a graduated scale based on age of from $.60 per $1000 Insurance 
at age 30 and under, to $1.20 per $1000 Insurance for age 56 or over. 
The 1936 ammendments a 1 so reduced the amount of insurance after retire-
ment, so that it would reduce to 1/2 of the former amount on the January 
1st following the employee's 65th birthday.*** Another important change 
was the discontinuance of the condition of employment feature and a re-
version to voluntary participation. 
The maximum Life Insurance was increased to $10,000 in 1945, 
again based on income class.**** The Additional Group Insurance was to 
automatically increase as soon as an increase in the employee's annual 
rate of pay placed him in a higher income category, but the insurance 
*52 
**53 
***54, p. 4 
****56, p. 3 
30. 
would not decrease in the event of a decrease in pay. Contribution con-
tinued to be $.60 per $1000 Insurance for age 30 and under, up to $1.20 
per $1500 Insurance for age 56 and over. 
Life Insurance coverage remained at the 1954 levels, until 
1950, when the Company offered major revisions in its Insurance and Pen-
sion Plans. Participation remained voluntary and the life insurance con-
tinued to be geared to earnings. Sixteen classes of earnings were esta-
blished and life insurance approximating 1 l/2 times normal straight 
time annual earnings was provided for each income category. Life Insu-
rance increased as an employee's earnings qualified him for higher in-
cone class, but did not decrease with decreases in earnings.* 
Table I shows the actual life insurance schedule offered for 
all employees of the Company, hourly and salaried. Employees cost per 
month for an insurance package of life insurance, accidental death, dis-
memberment, weekly'disability benefits, maternity benefits and hospital 
and surgical coverage is also shown in the table • 
. .
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GENERAL ELECJ.BIC IN5lJRANCE PLAN - 1~ ~~ TABLE I-
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undec the 8.60 1.99 8.10 1.87 16.70 3.86 
Plan 10.10 2 34 9.60 2.22 19.70 4.56 
11.60 2.69 1l.IO 2.57 22.70 5.26 
•No contributioru. an: payable after ace 65 (60 for women) 5 w 
1\) 
• 
Under the 1950 plan, employees between the ages of 55 to 65 were 
required to pay an extra $.60 per $1000 of Life Insurance in excess of 
$1500. 1 Although employee's contribution to the Plan would be discontinued 
at age 65, the Plan provided for continuance of Life Insurance after 65 on 
a reducing basis. Life Insurance reduced at a rate of 2 1/~ monthly, be-
ginning with the first month after age 65. Employees who were insured un-
der the Plan for 10 or more yars prior to retirement would be eligible to 
retain as an ultimate amount of life insurance, 1/3 of the average. coverage 
in effect during the 10 years prior to the normal retirement age of 65. 
Employees insured under the Plan from 5 to less than 10 years, 
would have ultimate life insurance equal to 1/3 of average coverage in force 
during the period insured prior to age 65, times the number of years in-
sured, divided by 10. 
Employees insured for less than 5 years, would not retain 
any life insurance after retirement as an u~timate amount and their insu-
rance would reduce at the rate of 2 1/~ monthly, until it was completely 
exhausted. 
As a new feature, the 1950 plan also provided Accidental Death 
and Dismemberment benefits of $2000 for accidental death and lump sums of 
up to $2000 for specified dismemberment.* 
The 1950 life insurance provisions continued unchanged until the 
General Electric Company's pioneering "Better Living" Program was offered 
to employees during the collective bargaining negotiations of 1955. 
*58 
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Major revisions were made in the entire General Electric package of insu-
ranee coverage, which included Life Insurance, Accidental Death and Dis-
memberment benefits, Weekly Sickness and Accident benefits, Maternity be-
nefits and the far-reaching, broad provisions of Comprehensive Medical Ex-
pense protection.* Under voluntary enrollment and coverage which could 
take effect on the first day of service, every participating hourly and 
salary employee was provided the entire package of employee insurance pro-
tection for a cost of nine tenths of one percent of normal straight time 
annual earnings. Under a so-called "open end" agreement, the Company agreed, 
under its contract with the union, to pay for all costs of the Insurance 
Plan over employee contributions, for the entire duration of the ~ year 
contract agreed upon in 19~~. As a major part of this package was life 
insurance protection equivalent to two times normal straight time annual 
earnings.** In 19~~. it was estimated that the average worker insured un-
der group policies had $3200 in life insurance coverage. Under the General 
Electric Plan the average employee was provided with $10,000 of life insu-
ranee, or more than three times the national average. By the end of 19~7, 
the estimated total life insurance in force on more than 2~0,000 participa-
ting General Electric employees amounted to approximately 3 billion dollars.*** 
The Accidental Death and Dismemberment benefits were greatly 
increased from the previous $2000 provided under the 19~0 Plan, to a pay-
ment of 10~ of normal straight time annual earnings for accidental death, 
in addition to the regular life insurance benefits of two times normal 
*60 
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straight time earnings. A payment of 5~ of normal straight time earnings 
was also provided for accidental loss of one hand, foot, or sight of one 
eye, up to a maximum of $10,000. For loss of two or more of such members 
in one accident, the Plan provided payment of 1~ of normal straight time 
annual earnings, up to a maximum of $20,000.* 
The Life Insurance benefits were made payable for death from any 
cause, even if due to an occupational accident. 
The Accidental Death benefits were also made payable in the case 
of any accidental death, whether occupational or non-occupational. 
As for the manner of payment to the beneficiary, the Plan in-
eluded an optional selction by the beneficiary of monthly installments of 
up to 20 years with the Metropolitan Life Insurance Company paying 2 1/4% 
interest on the unpaid balance of the life insurance proceeds. 
The same formula of life insurance continuance after age 65, as 
was established in 1950, was retained under the revised provisions. With-
out any cost to the employee after 65, the life insurance would reduce 
after 65 at a monthly rate of 2 1/2%, until it reached an ultimate amount 
equal to 1/3 of the average life insurance in force during the last 10 
years prior to age 65. 
A new feature of the 1955 plan was the inclusion of a provision 
allowing for the payment of up to $500 on hospital and surgical expenses, 
as an advance on life insurance, to retired employees with 15 or more 
years service, who had exhausted the $1000 in benefits payable to them un-
~. 
der the provisions of the General Electric Pensioners Hospitalization Plan.** 
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Employees who retired early, under the Optional retirement or 
Disability retirement provisions were allowed to continue full life in-
surance until age 65. Those on Optional retirement could continue co-
verage by the monthly payment of their regular contributions to age 65. 
Those on Disability retirement were provided full life insurance coverage 
to age 65 without any cost.* 
The General Electric Insurance Plan also incorporated other ba-
sic clauses, including a conversion privilege enabling an employee whose 
service was terminated to convert to a permanent plan, with the Metropo-
litan Life Insurance Company, within 31 days of the termination of service 
without a medical examination.** 
A waiver of contributions was also provided during a period of 
disability for up to a maximum period of one year, during which time the 
employee's insurance coverage would be continued. 
Insurance could also be continued during periods of lay off or 
leave of absence, for up to a maximum period of one year, by the employee's 
payment of his monthly contributions in advance.*** 
During the year 1957, the Medium Steam Turbine, Generator and 
Gear Department of the General Electric Company located in Lynn, Massa-
chusetts and employing more than 6500 employees, paid out over $520,000 
in Life Insurance benefits to beneficiaries of employees and pensioners, 
as compared to a 1956 total of just over $380,000. 
*60, P• 19 
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TABLE II - lEATH CLAIMS - GENERAL ELECTRIC, LYNN RIVER !I.ORKS - 1957 
lEATH CLAIMS 
(Comparison of M, S, T, G. & G, with S, A. E,, A, A. T, and Foundry) 
Pensioner 
Deaths 
Employee 
Deaths 
1956 
Turbine ""'57'" 
Small Aircraft Engine, 5 
Lynn 
Aircraft Accessory Turbine 4 
Small Aircraft Engine, 2 
Everett 
Foundry 5 
lEATH BENEFITS - M. s. T, 
Pensioner Death Benefits 
Employee Death Benefits 
Total Death Benefits 
CAUSE OF PENSION lEATHS -
Coronary thrombosis 
Uremia 
Asphyxia 
Cholecystitis 
Bronchopneumonia 
Cancer 
Unknown 
Total 
CAUSE OF EMPLOYEE lEATHS -
Cancer 
Uremia 
Coronary Thrombosis 
Hemorrhage - Ulcer 
Cirrhosis - Liver 
Leukemia 
Suicide 
Pyelonephritis 
Accident in Plant 
Pneumonia 
Cerebral Shock 
Total 
1957 ~ 1957 
77 27 33 
11 11 21 
5 8 13 
1 9 5 
3 3 3 
G, & G, lEPARTMENT 
1956 
$119 '222. 01 
261,052,21 
$380,274,22 
M, s. T, G, & G, lEPARTMENT 
50 
1 
1 
1 
1 
15 
.Jl 
77 
M, S, T. G1 & G, lEPARTMENT 
6 
1 
17 
1 
2 
1 
1 
1 
1 
1 
....! 
33 
Total 
Deaths 
~ 1957 llo 84 
16 32 
12 18 
11 6 
8 6 
1957 
$189,951.96 
330,236,04 
$520,188,00 
37, 
Sources Benefit Plans Annual Report - Medium Steam Turbine, Generator and 
Gear Department - General Electric Company, River Works, Lynn, Mass, 
Table II gives a breakdown of the number of death claims paid 
by the departments located at the Lynn River Works of the General Elec-
tric and the life insurance payments as well as causes of death in the 
Medium Steam Turbine, Generator and Gear Department. 
c. AQalysis of Sylvania Life Insurance Plan 
The Sylvania Electric Products Company, with several plants 
in Northeastern Massachusetts, employing approximately 8,000 employees, 
provides a plan of life insurance of from $2000 to $9000 for hourly em-
ployees based on income classes and similar benefits for salaried emplo-
yees based on income class.* A breakdown is given in Table III. 
TABLE III - SYLVANIA LIFE INsuRANCE PLAN 
Class Hourly Base Rate Annual Base Salary Life Insurance 
I Less than $1.245 Less than $2600 $2000 
II $1.245 but less than $2600 but less than 3000 
1.390 2891 
III 1.390 but less than 2891 but less than 5000 
1.715 3567 
IV 1. 715 but less than 3567 but less than 7000 
2.335 4857 
v 2.335 or over 4857 but less than 9000 
6379 
Source: Sylvania Booklet - GP 59612 
On November 1, 1955, the Company assumed the payment of all 
costs of its insurance plan program. Until that time, the plans had 
called for joint contributions from the Company and from employees.** 
*75, P• 21 - 23 
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In addition to Life Insurance, Accident Death Benefits of from 
$2000 to $9000 are provided according to the first 5 classes of income and 
may also be paid for the loss of both hands, both feet, or the sight of 
both eyes. One-half of these amounts are payable for the loss of one 
hand, one foot, or the sight of one eye. These benefits are paid whether 
the injury occurs on or off the job.* 
If an employee is disabled from work because of illness, con-
tributions are waived and the coverage may be continued up to one year. 
If total disability is permanent and occurs under age 60, the Travelers 
Insurance Company, which underwrites the plan, will continue the life in-
surance, without cost, for as long as the total disability continues. 
If total disability occurs after age 60, Sylvania continues 
the insurance for 12 months at the full amount in force on the date last 
worked and after one year, the insurance reduces to $1000 and is continued 
by Sylvania for as long as total disability continues. 
During periods of lay off or leave of absence, life insurance 
may be continued for up to 18 months by payment of monthly contributions 
in advance. A conversion privilege is given to employees within 31 days 
of termination of service. 
Employees who retire at 65 are provided, at no cost, with $1000 
of life insurance. 
*75, P• 25 - 26 
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D. Analysis of Raytheon Life Insurance Plan 
In analyzing the Life Insurance coverage available in the Ray-
theon Manufacturing Company with several plants in eastern Massachusetts 
and employing a total of some 27,000 employees, we find that separate 
and distinct life insurance coverages are provided to hourly and salary 
(weekly) employees as compared to monthly salaried employees who are 
comprised of management personnel. The Plan is underwritten by the 
Equitable Life Insurance Company and is offered on a voluntary partici-
pation basis. Coverage is effective after 4 months of service and with-
out medical examination, if enrollment is within 31 days after that date. 
The Company provides $1000 of free insurance for all hourly and office 
employees and so called contributory life insurance amounts of from $500 
to $2000 are added according to 5 basic income groups. 
In Table IV can be seen the income classes and contribution 
rates which include the cost of weekly disability benefits: 
40. 
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TABLE IV - RAYTHEON LIFE INSURANCE PLAN FOR HOURLY AND OFFICE EMPLOYEES 
SCHEOOLE OF BENEFITS AND CONTRIBUTION BY EMPLOYEES: 
The amount of insurance for which an employee shall be insured shall 
be determined according to his basic rate of compensation excluding over-
time or other extra compensation as shown in the following schedule. 
~ Basic Hourli Earning Rate Weekly Base 
and Basic Weeltli Sala!I Life Indemnity Monthly 
Class Insurance Benefits Contribution 
Total Amount bi Emploiee 
III Less than $1.25 $1500 $21.00 $ .84 
($40 and less than $50) 
IV $1.25 and less than $1.50 2000 28.00 1.39 
($50 and less than $60) 
v $1.50 and less than $1.75 2500 35.00 1.95 
($60 and less than $70) 
VI $1.75 and less than $2.00 3000 40.00 2.23 
($70 and less than $80) 
VII $2.00 and over 3000 45.00 2.23 
( $80 and over) 
Source: Raytheon Insurance Plan Leaflet - 1957 
Life Insurance amounts increase automatically as an employee's 
wage increases, so as to place him in a higher income class and also de-
creases in the event he drops to a lower income class. The benefits may 
be paid in a lump sum or in monthly installments. The Plan also contains 
a conversion clause allowing for conversion to a private plan with the 
Equitable Life Insurance Company within 31 days of a termination of 
service.* 
For monthly salaried employees, life insurance of from $5000 to 
$40,000 is provided according to monthly earnings classification groups. 
*71' p. 3 
Table V gives a breakdown of these groups and the costs of the 
coverage, which includes major medical expense for monthly salaried 
employees and their dependents. 
TABLE V - RAYTHEON LIFE INSURANCE PLAN FOR MJNTHLY SALARY EMPLOYEES 
OUR GROUP LIFE INSURANCE AND MAJOR MEDICAL EXPENSE BENEFIT PLAN 
Monthly Earnings Group Life 
Insurance 
~ 
Amount 
Less than $300 $ 5,000 
$300 and less than 10,000 
$400 
$400 and less than 15,000 
$500 
$500 and less than 20,000 
$700 
$700 and less than 25 0000 $900 
$900 and less than 30,000 
$1200 
$1200 and over 40,000 
Major Medical 
Expense Maximum 
for Employees and 
Dependents 
$5,000 
5,000 
5,000 
5,000 
5,000 
5,000 
5,000 
Source1 Raytheon Insurance Plan Leaflet - 1957 
Your 
Monthly Contribution 
Employee Employee 
without ~ 
Dependents Dependents 
$ 2.65 
5.40 
3.15 
10.90 
13.65 
16.40 
21.90 
$ 4.40 
7.15 
9.90 
12.05 
15.40 
18.15 
23.65 
E. Comparison of General Electric. Sylvania and Raytheon Plans 
In comparing the plans of the three companies, we see that the 
General Electric Plan offers substantially a higher level of life insurance 
benefits. The Raytheon and General Electric plans require employee con-
tributions, whereas the Sylvania plan is non contributory. 
Life Insurance benefits after retirement are provided by 
General Electric and Sylvania, but not under the Raytheon plan. 
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With their contributory feature, the General Electric and Ray-
theon plans also stress the principle of voluntary participation. Similar 
basic clauses, such as, waiver of contributions during disability periods, 
conversion privileges and installment settlements are incorporated in the 
provisions of all three plans. 
The management philosophies of the three firms are similar in 
the respect that the life insurance programs offered to employees are 
intended to help them supplement their personal insurance programs. They 
are not meant to replace the planning which each individual should do in 
order to adequately provide for his family's needs. The trend has been 
in industry to attempt to keep pace with the rising standard of living 
and costs of living by providing higher levels of coverage for employees 
under the low cost advantage available to them because of group 
participation. 
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CHAPTER 3 
HEALTH INSURANCE 
Management's interest and concern with its employees' security, 
in time of illness, is best evidenced by the dramatic progress made in 
recent years in the group health insurance programs offered to employees. 
The rise of medical care costs, and the question of the citizen's ability 
to pay for them, are recognized as basic economic problems to which so-
lutions must be found. 
A. Early History of Health Insurance 
Following the passage by the British in 1911 of National Health 
Insurance, forces in the United States tarted to call for government ac-
tion to provide protection for the citizen against the financial effects 
of illness. The Progressive Party of Theodore Roosevelt incorporated so-
cialized medicine in its platform.* The American Association for Labor 
Legislation announced in 1916, a plan on which one of its committees had 
worked for three years, recommending legislation to provide weekly dis-
ability, medical, surgical, nursing, maternity, and funeral benefits, for 
workers with less than $1200 a year income. The cost was to be paid 
jointly by the State, employers, and employees.** 
Opposition to a government program started to grow as both 
employers and employees objected to the costs which they would be obliged 
to carry, and the paternalistic nature of these plans. Private insurance 
companies claimed that their existing programs were sufficient to meet 
*10, P• 226 
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the problems. Although bills were introduced into the legislatures 
of fifteen states, the opposition succeeded in defeating all of these 
legislative attempts.* 
Although public interest in this area generally lessened 
during the post war period of the twenties, a report of the "Committee 
on the Costs of Medical Care", under the direction of the then Secretary 
of the Interior, Dr. Ray L. Wilbur, which was issued in 1932, after 
five years of investigation and study into the economic aspects of 
medical care, emphasized again the need for medical care among low 
income groups. The report recommended group plans to be provided 
through insurance taxation, or both.** 
It became apparent that if voluntary action was not taken by 
the key segments of the economy, by management, and by labor, that com-
pulsory government legislation was inevitable. Blue Cross Plans offer-
ing hospitalization coverage were organized in 1937, and offered a 
non-profit operation, whereby a group of member hospitals agreed to 
provide specified hospital care to subscribers at a fixed amount per 
day, for which coverage subscribers would pay premiums to a common 
pool.*** Private insurance which had previously limited their group 
policies to life insurance, and weekly disability payments, were also 
considering the possibility of group hospital coverage, and beginning 
in 1934, offered group plans for employees, and then later for dependents.**** 
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In the past twenty years, the country has witnessed a tremen-
dous growth in these voluntary group health insurance plans. At the 
end of 1957, it was estimated that 123,000,000 Americans were covered 
by some form of health insurance. Health benefit payments reached an 
estimated total of $4,200,000,000 as compared with $3,600,ooo,ooo in 
1956. Within the six years 1952-1957, hospital expense plans rose by 
79%, surgical plans by 91%, and regular medical plans by 281%. Major 
medical expense insurance issued only by insurance companies, and cover-
ing catastrophe type illness, has soared 1188% during the same period.* 
State statutes have been liberalized to permit coverage for 
smaller groups and the private insurance companies are emphasizing more 
group or mass selling to include granges, credit unions, stores, banks, 
and churches. 
B. General Electric's Health Insurance Plans- 1902 to Present 
When the General Electric Company announced its offer of a 
pioneer type catastrophe medical expense plan for all of its more than 
250,000 employees, this step was heralded as the most important deve-
lopment in the field of voluntary health insurance in recent years. 
Before analyzing the principles incorporated in this flexible compre-
hensive type coverage, it is interesting to trace the development of 
voluntary group coverage within the Lynn River Works of the General 
Electric Company, and to recognize the continuing interest shown by 
its management and employees in arriving at a practical solution in 
line with economic times, in coping with the problem of adequate health 
*81, p. 202 
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insurance protection. The efforts began in the very early years of 
the company's existence under a Mutual Benefit Association, first orga-
nized in 1902, when the plant was known as the Thomson-Houston Company, 
to provide "relief to members for disability through sickness, or acci-
dent, and to provide the funeral benefits in case of death".* The death 
benefits were explained in Chapter 2. An initiation fee of 50¢ and 10¢ 
weekly dues were paid by members under voluntary participation. Weekly 
disability benefits of $5 per week were provided after the first week 
of disability, up to a maximum of $70, during any twelve-month period. 
Dues were discontinued during periods of disability for which benefits 
were payable. Benefits were not payable for disability due to drinking, 
or negligence on the part of the employee. The plan provided for the 
members to be divided into administrative sections of 150 members maxi-
mum, each with its own chairman and officers, and each transacting its 
own business, and issuing its own payments. 
During the early years, the association held annual field 
days for fund raising, and to develop a fraternal spirit among employees. 
Dances and other entertainment were also sponsored by the M. B. A. Al-
though the social and sports events were later relinquished to a sepa-
rate association called the "General Electric Athletic Association", 
many of the original constitutional provisions of the Thomson Houston 
M. B. A. founded in 1902, were retained up to the dissolution of the 
M. B. A. in 1950. 
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The only sickness benefit changes that were made in the plan 
from 1902 to 1928 were increases in the weekly disability benefits. 
'Weekly benefits were increased to $6 weekly in 1911, and the maximum 
payable to $84, for male members only.* The $5 weekly, and $70 maximum 
was retained for female employees. Other changes in weekly benefits 
were made during the early twenties, and by 1928, weekly benefits had 
reached $8 weekly, and dues had increased to 15¢ weekly. Hospital co-
verage provisions were incorporated in the plan, also in 1928. This was 
one of the first associations in the country to provide hospital bene-
fits for its members. The plan allowed up to $3 per day for each day 
of hospitalization, not to exceed twenty-one days in any twelve-month 
period. Workmen's Compensation and maternity cases were excluded.** 
Weekly benefits were increased to $12 weekly in 1937 with a 
retroactive clause paying the first week's absence if employee was ab-
sent more than five weeks.*** In 1943, the M. B. A. Plan was broadened 
to include surgical benefits, according to a surgical schedule, and 
three years later in 1946, the hospital coverage was extended to depen-
dents. By 1950, weekly benefits had been raised to $4 daily, beginning 
with the second week of disability, hospital benefits were up to $12 
daily, for room and board, and up to $50 for hospital extras, with a 
maximum of $360, payable in any twelve consecutive months. Surgical 
benefits according to a surgical schedule with a maximum of $175 were 
also provided. Employees' dues were 45¢ weekly for employee coverage, 
*35, Po 12 
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and 50¢ extra weekly for dependent coverage. Dependent coverage was 
limited to hospital and surgical benefits. For dependents over 12 years 
of age, $6 per day on room and board was payable, and only $4 daily for 
dependents one month to 12 years old. The allowance for laboratory and 
operating room fees was $15, and the surgical benefits were paid at a 
rate of up to 7~ of the employees' surgical schedule. A maximum pay-
ment to any one employee, or his dependents, in any twelve-month period, 
was $800 0 in conformance with Massachusetts laws, and in order to be 
exempt from the insurance laws of the state. Maternity benefits of $50 
were.allowed to members of more than ten months.* 
This review of the developments which took place during the 
period from 1902 to 1950, is presented in order to draw a comparison be-
tween the progress made in this period of forty-eight years, and the ma-
jor advances which have taken place in the General Electric Health In-
surance coverage during the last seven years from 1950 to 1957. 
In 1950, as part of a broad new program of employee benefit 
plans, the General Electric Company offered a new insurance plan to em-
ployees which was the package plan referred to in Chapter 2, of life in-
surance, accidental death and dismemberment, hospital and surgical, 
weekly disability, and maternity benefits.** The plan was underwritten by 
the Metropolitan Life Insurance Company. It provided increased weekly 
benefits of up to $35, depending on the earning class of the employee, 
for a maximum of 26 weeks. Hospital benefits of $10 daily, for room and 
*48 
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board, up to $700 for any one disability, plus up to $100 for hospital 
extras, a surgical schedule with a maximum of $175, and maternity bene-
fits of $100 for normal delivery, $150 for Caesarean, and up to $50 for 
miscarriage, were provided. Since this was a package plan, and the em• 
ployees' contributions, as shown in Table I, were for the complete pack-
age of insurance, including life insurance, as well as health insurance, 
it was estimated that the cost to the employee of the health insurance 
portion was 50¢ weekly, which was only 5¢ more than the M. B. A. dues 
of 45¢ weekly. The members of the M. B. A. decided that the new plan 
offered them greater benefits for less money, and dissolved the employee 
portion of the M. B. A. Plan in 1950, in favor of the new Metropolitan 
Plan. 
In conjunction with these major insurance changes for active 
employees, the General Electric also broadened its health insurance co-
verage for eligible retired employees. The Pensioners' Hospitalization 
Plan and Trust had originally been established by the Company in 1946, 
and offered hospital benefits to retired employees with more than ten 
years of service. It had offered at the start, $5 per day for hospital 
room and board, and up to $25 for hospital extras, up to a maximum life-
time benefit of $250.* The 1950 revisions established a life-time 
maximum benefit of $500 for employees with more than fifteen years of 
service, and provided that the benefits would be paid in accordance with 
the same hospital and surgical provisions as were found in the 
Metropolitan employee plan.** 
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In September, 1952, revisions were made in the employee plan, 
increasing coverage for hospital extras to paying up to $100 in full, 
and 7~ of·the next $2000 of extras during confinements of over eighteen 
hours. Physician's attendance benefits of $3 daily in the hospital, 
prior to surgery, were added, and maternity benefits were increased to 
$150 for normal delivery, $225 for Caesarean, and up to $75 for a mis-
carriage. Weekly disability benefits were also increased to a possible 
maximum of $40. The surgical schedule did not change.* 
By 1953 it had also become apparent that the Dependent Co-
verage being offered under the M. B. A. Plan was inadequate, and that 
the financial status of the plan was not sound. The management of the 
River Works offered to all employees, a new plan underwritten by the 
Metropolitan Life Insurance Company, offering hospital and surgical 
benefits for dependents of employees. The plan offered hospital room 
and board benefits of up to $10 daily, but not to exceed the semi-pri-
vate rate, up to $100 in full on hospital extras, and up to $175 for 
surgery, in accordance with a surgical schedule. The cost for each mem-
her was established as 80¢ weekly, and the employees were expected to 
carry the full cost of the plan, with the Company agreeing to pay for 
administrative expenses.** 
Since very little employee participation in the administration 
of theM. B. A. Plan had survived the dissolution of the employee por-· 
tion of the Plan in 1950, and since the new plan seemed to offer higher 
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benefits for approximately the same cost, there was little difficulty 
encountered in dissolving this last vestige of the M. B. A. Plan, and 
to implement a company administered type plan. 
The Metropolitan Plan for employees introduced in 1950, and 
revised in 1952, and that for dependents, which took effect in 1953, 
continued as the plans of health insurance protection until the contract 
negotiations of the General Electric Company and employee unions in 19~~. 
During union contract negotiations in 1955, the General Elec-
tric Company announced its five year "Better Living Program" for all 
employees. What most people have considered the most advanced feature 
of ~his program, was the proposal by the Company to offer a comprehen-
sive medical expense insurance plan, sometimes called catastrophe in-
surance, to all employees, under a pioneering new plan underwritten by 
the Metropolitan Life Insurance Company. The Company actually gave 
the employees a choice between two plans, one called the Basic and Ex-
tended Medical Expense Plan, and the otper the Comprehensive Medical 
Expense Plan. The Basic Plan provided a basic layer of hospital and 
surgical benefits with the traditional fixed limits, then a corridor 
of $100 to be paid by the employee, after which extended medical bene-
fits would be paid at a rate of.7~ of expenses in excess of this $100 
corridor. Maximum Extended Medical Expense benefits were $5000 during 
any one calendar year, and $10,000 during life-time, for each covered 
individual.* 
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The Comprehensive Plan provided coverage for a broad range of 
hospital, surgical, medical, nursing, medicines, and other general medi-
cal expenses, in or out of hospital. The plan provided a new approach 
to health insurance coverage, since it did not have the traditional fixed 
limits of hospital and surgical schedules, and provided instead for a 
percentage payment of benefits on covered expenses after the employee 
had assumed small initial deductibles of $25 or $50 during each calen-
dar year. Maximum benefits were $7500 for each covered individual in 
each calendar year, and $15,000 for a life-time. The plan also provided 
that weekly benefits equal to one half normal earnings would be payable 
for up to 26 weeks during illness.* An unusual situation developed when 
the union representatives decided after reviewing these plans during 
negotiations, to leave the decision of which plan to have, to the indi-
vidual employee members, rather than to recommend one or the other. The 
response by employees was overwhelming in favor of the Comprehensive 
type with its flexible coverage. By April 30, 1956, just six months 
after the introduction of the two plans, 97% of all General Electric 
employees, or a total of 255,712, were enrolled voluntarily in the 
Comprehensive Plan.** 
Although the contract negotiated in 1955 was to extend over a 
five-year period, the members of the Basic Plan were allowed to elect a 
change to the Comprehensive Plan at the end of 1956, and were given a 
final choice at the end of 1957. On January 1, 1958, participation in 
the Comprehensive Plan had reached an all-time high of 99.~ of 
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insurance plan participants, and 98.9% of all Company employees had en-
rolled in the insurance program, on a voluntary basis, attesting to 
their acceptance of the insurance program.* 
The features of the Comprehensive Plan that have caused Gene-
ral Electric management, employees, hospitals, doctors, and the general 
public, to be so enthusiastic about this type of coverage, are the 
flexible provisions designed to keep the coverage in line with the level 
of medical costs, the broad coverage and high percentage payments for 
many types of medical expenses, whether in or out of the hospital, and 
continuing protection for catastrophe type illnesses. Identical pro-
tection was made available for dependents, as for employees. 
The employee's cost for the Comprehensive Plan coverage for 
himself, was included in his total premium cost of nine thenths of one 
percent of normal straight time annual earnings. For dependent coverage, 
the cost ·regardless of the number of dependents, was established as ~ 
of normal straight time annual earnings up to $5000 annually.** 
Under the contract, the General Electric Company agreed to 
pay all costs of the insurance plan over and beyond the employees' con-
tributions. During the first full year of the plans' operation, (1956), 
a total of more than 47 million dollars was paid out in benefits on em-
ployee and dependent claims under all provisions of the insurance plan, 
including life insurance, accidental death and dismemberment, medical 
*118 
**60, p. 25 
54. 
expenses, maternity, and sickness and accident insurance. The General 
Electric Company paid 26 1/2 million of this amount, or 56.~.* 
Table VI gives a comparison of the 1955 costs which included 
ten months' experience under the old hospital and surgical benefit plan, 
to the 1956 costs under the new coverage. 
Covered expenses under the Comprehensive Plan are separated 
into two categories ident~fied as Type A and Type B. Type A Expenses 
include the hospital expenses for confinements of over 18 hours, or for 
emergency treatment, surgical expense, diagnostic x-rays, and anesthesia 
costs, in or out of the hospital, and local ambulance charges.** 
Type B Expenses are composed of doctors' bills, for all ser-
vices other than surgery, in or out of hospital, costs of laboratory 
procedures, x-ray and radium treatments, oxygen, blood transfusions, 
when not covered under Type A, registered graduate nurses' fees, costs 
of prescribed medicines, rental of iron lung and other durable thera-
peutic equipment, and the charges for artificial limbs, or other 
prosthetic appliances.*** 
Benefits are determined by applying the proper percentage 
specified under the plan, after charging the small initial deductibles, 
which must be borne by the employee. On Type A Expenses incurred by 
each covered individual during each calendar year, the plan calls for 
a deductible of $25 during each calendar year, after which the plan pays 
the next $225 of Type A Expense in full, and then 8~ of the excess. 
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TABLE VI - GENERAL ELECTFIC INSU]~CE PLAN REPORT - 19~6 
EMPLOYEE COVERAGE 
1Mb ..... (l) Ufe ....._. (2) .......... hetlt twD ....... I .. eallall-•(1) ....... 
...._. --·c•> ... ....., ....,... Cll> ..._.....,. AMWettt ••• ..-. 
a ... 
IMOYDS COVIIID . . . . . . . . . . . . 251,619 
fAt--) 
EMPI.OYib PAID . .. ..... ..... .. $11,466,110 (53.1") 
mt~JAL BJml( PAID . . . . . . 10,121,.407 (46.9%) 
TOTAL COST .. ..... . .. ....... $21,595,217 (lOO'l') 
DepenJent Corer11ge ••• 
This coverage waa included on the basia that 
employees would pay approzimately the full 
cost of benefits for dependents and that Gen-
eral Electric would pay adminiatrative costs. 
Thill wat also the baaia on which the former 
Insurance Plan's cost waa ahared. However, 
in 1955, under the former Plan, General Elec-
tric paid a substantial portion of the claims' 
costa as well as the administrative cost be-
cause of the riling cost of medical aid. New 
lMI CHANU 
285,109 + 33,490 
~ 
$11,981,112 (38.4%) + $511,102 
19,215,571 (61.6%) + 9,GI7,171 
$31,203,760 (100%) + $9,601,473 
rates . under the revised Plan did not correct 
this situation completely, and in 1956 contri-
. butiona by participants again fell abort of 
the cost of claims and the Company again 
made up the difference. ThWJ, with General 
Electric paying administrative and a portion 
of the claims' costs, dependents were covered 
laat year with employees paying only 93% 
of the COlt. 
DEPENDENT COVERAGE-AN ADDED BENEFIT 
........... (l) Metlleelh..-. ha•-• (8) .. , ... ..,. .... eflte 
IMPLOYHS WI1H COYEUII . . . . . 155,157 
' ( At,.., ... ). 
IMftOYIES PAID .. .. ...... ..... $5,533,397 (82.8") 
GINIIAL lllmK P• ....... .. 1,152,591 (17.2%) 
TOTAl COST ........ ....... . . .. $6,615,9U (100%) 
Tbs Pl11n s Com!Jined Cost. 
I 
General Electric naturally feela ita primary 
raponsibility ia to employees rather than to 
their dependenta, and directs the areatest por-
tion of its payrnenta to lowering the cost of 
employee covera&e. However, it abo pro-
vides participant. with an opportunity to ob-
tain broad medical inaurance covera&e for 
their dependent. at the lowest possible cOftt 
and pays the administrative cost of this cov-
erage. On thit basis all employees fare equit-
ably in the application of Company fundi to 
benefit.. The accompanying figures ahow 
that General Electric paid a higher percent-
I 
• • 
, ... 
175,717 
$14,604,052 (92.3%) 
1,210,423 (7.7%) 
$15,114,475 1100") 
CIIAJIG& 
+ 20,560 
1) + $9,070,655 
+ 57,132 
+ $9,121,417 
age of the total cost for employee and depen-
dent coverqe in 1956 than it did in 1955. 
It lhould be remembered, too, that the inter-
nal coat of operating all bkJ.efit plana adds 
up to a very aub.tantial aum-paid by the 
Company. Alao, Iince the employee contri-
bution ia fized, and lrince medical costa are 
continuing to ris.-.., i~ can be anticipated that 
in covering this Plan over the five-year per-
iod, 1955-1960, the Company'• "open-ended" 
share of the total coet can be ezpected m 
climb ateadily upward. 
' 
COMBINED COST OF PLAN 
aeu 
~ ElKTIIC PAID ....... $11,210,991 (39.9")• 
IMPlOYUS PAID . . . . . . . . . . . . . 17,000,277 (60.1%) 
TOTAl COST .................. $21,211,275 (100~) 
l 
.... 
$20,426,001 (43.4")• 
26,592,234 (50.6%) 
$47,011,235 1100") 
Source& General Electric Works News - July ~. 1957 
GHAJIIU 
+ $t,145,oo3 
+ 9,591,957 
+ $11,736,960 
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On Type B Expenses, the plan specifies that the first $50 is 
deductible and payable by the employee on each covered individual in 
each calendar year. The Plan then pays 7~ of the excess over $50. 
When an employee incurs both Type A and Type B Expenses during a calen-
dar year, the maximum deductible for both is a total of $50. Up to a 
maximum of $7500 may be paid on the covered expenses of an employee 
during any one calendar year, and up to $15,000 or more during his 
lifetime.* 
Embodied in the exclusions of the plan are provisions which 
minimize duplicate benefits by providing that benefits paid under any 
other employer group plan on expenses, are to be deducted when consi-
dering these expenses under the Comprehensive Plan. Dental care, eye 
examinations, and cosmetic surgery, are also excluded, as are the ex-
penses covered under Workmen's Compensation Laws.** 
The 1956 - 1957 experience of the departments located at the 
Lynn River Works and Everett Plants of the General Electric Company is 
shown in detail in Tables VII and VIII, and may be helpful to firms of 
comparable employment, in evaluating the costs of this broad insurance 
coverage. 
The experience of the more than two years of the Plans' 
operation since November 1, 1955, has served to strengthen the optimism, 
and to evoke enthusiasm and praise from both the management and employees 
*60, p. 15 
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TABLE VII 
Employee Claims 
Disability Benefits 
Type A 
Type B 
Maternity 
~ 
Hospital 
Surgical 
Extended 
Totals. 
Dependents 
Type A 
Type B 
Maternity 
~ 
flospi tal 
Surgical 
Extended 
Old Plan 
FOUNDRY 
--- ----------- -----
LYNN EVERETT 
~ Amount ~ Amount Cases Amount Cases Amount Cases Amount 
798 $249,822 471 $120,971 215 $64,315 300 $78,477 91 $31,474 
1826 27~,203 933 127,085 348 57,785 590 91,894 27,184) 
213 ) 
1614 55,094 983 34,127 350 11,967 647 22,179. 6,445) 
67 8,839 51 7,430 7 975 24 4,206 
4 480 
2 30 2 15 
2 5 
4305 $587,958 244-Q $290,128 922 $135,057 1561 $196,756 304 $65,103 
3418 390,585 2039 228,419 642 77,928 1173 132,054 51 ,403) 
437 ) 
2260 68,571 1295 43,419 445 14,642 938 27,187 6,316) 
422 59,425 283 42,372 79 ll ,625 167 23,412 47 6,612 
7 374 9 952 
5 300 5 185 7 283 12 435 
6 147 2 35 1 41 
15 1,087 
Totals 6133 $520,489 3633 $315,382 1173 $104,478 2291 $183,129 484 $64,331 
Total Employee and 10,438 $1,108,447 6079 $605,510 2095 $239 0535 3852 $379,885 788 $129,434 
Dependents 
Source: 1957 Benefit Plans Annual Report of the Medium Steam Turbine, Generator and Gear Department, Lynn, Massachusetts 
(}1 
co 
TABLE VIII HEALTH INSURANCE BENEFITS AND CLAIMS • GENERAL ELECTRIC, LYNN RIVER ·WORKS 1956 - 1957 
(Compared with S, A, E., Lynn and Everett, A. A, T. and Foundry) 
EMPLOYEES IEPENIENTS TOTAL EMPLOYEES AND DEPENDENTS 
BENEFITS CLAIMS BENEFITS CLAIMS BENEFITS CLAIMS 
1956 1957 1956 1957 1956 1957 1956 1957 1956 1957 1956 
Turbine $573,012 $587,958 3623 4305 $486,452 $520,489 5245 6133 1,059,464 1,108,447 8868 
S, A, E. (Lynn) 286,330 290,128 1992 2446 281,229 315,382 3163 3633 567,560 605,510 5155 
*S. A. E. *$17,720 135,057 *165 922 *21 ,979 104,478 *303 1173 *49,699 239,535 *468 
(Everett) 
A. A. T. 118,095 196,756 1033 1561 115,322 183,129 1648 2291 233,418 379,885 2681 
Foundry . ___Ah9Q4_ - 95 .1 03 _156 _304_ - 4<:),214 64,33L_2~_4_ 4a4 86,818 129,434 440 
TOTALS $1,041,761 1,275,002 6969 9538 945,196 1,187,809 10643 13714 1,996;959 2,462,811 17612 
* - Estab.li shed October 1, 1956 
Sourcez 1957 Benefit Plans Annual Report of General Electric Medium Steam Turbine, Generator and Gear Department, 
Lynn, Massachusetts 
1957 
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2095 
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of the Company, in its evaluation of this experience, was equally en-
couraged by the results, and stated that the plan was meeting all 
expectations.* 
C. Analysis of Sylvania Health Insurance Plan 
The Sylvania Electric Products Company, which had formerly 
also provided Blue Cross and Blue Shield coverage for its employees, 
introduced on October 1, 1,955, a new hospital, surgical, and major me-
dical expense plan, for all employees, underwritten by the Travelers 
Insurance Company. On November 1, 1955, the company accepted the pay-
ment of the full cost of the insurance plan, by discontinuing employee 
contributions for dependent coverage.** It had previously only paid 
for employee coverage. The hospital coverage provides full payment on 
semi-private room charges, for up to seventy days on one illness, and 
up to twenty times the daily rate on hospital extras, plus an additional 
7~ of hospital extras in excess of this amount, to a total maximum of 
$2000 on hospital extras. Surgical coverage is in accordance with a 
surgical schedule with a maximum of $250. 
Maternity benefits of up to $100 are payable on maternity 
hospital and ~edical expenses, plus an obstetrical allowance for the 
doctor of $75 for normal delivery, $125 for Caesarean Section, and 
$31.25 for a miscarriage.*** • 
*25, P• 7 
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The major medical expense plan provides 75% payment on ex-
penses which are in excess of $100 over those expenses covered under 
the Basic Benefits Plan. Covered expenses include all hospital and 
surgical charges, and in or out of the hospital includes fees for doc-
tors, nursing care, emergency transportation, x-ray treatments, anes-
thesia, prescribed medicines, blood costs, and maternity complications. 
The major medical plan excludes dental work, eye examinations and 
glasses, and hearing aids, except as may be required because of an ac-
cident, and also excludes injury or illness resulting from war.* Al-
though a conversion feature is provided for the Basic Benefits Plan, 
if the employee leaves the company, the major medical benefit portion 
is not convertible. During layoff periods, the Basic Plan may be con-
tinued for up to eighteen months, by payment of monthly premiums in 
advance. The major medical portion is not continued during lack of 
work. 
During an employee's absence from work due to illness, the 
Sylvania Plan provides weekly benefits equal to one-half the employee's 
average weekly straight time earnings, up to a maximum of $65 weekly, 
beginning with the eighth day of disability, and continuing for up to 
a maximum of thirteen weeks for any one disability. These benefits are 
not paid, however, during a period of salary continuance during illness.** 
The only coverage available to an employee after retirement, 
is the private plan to which he may convert with the Travelers Insurance 
Company, which because of his age, will call for a high premium payment. 
*75, p. 14 - 17 
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D. Analysis of Raytheon Health Insurance Plan 
The Raytheon Company sponsors separate plans of health insu-
rance coverage for its monthly salary exempt employees, and for its of-
fice and hourly employees. Office and hourly employees are covered for 
hospital and surgical benefits under a Blue Cross and Blue Shield ar-
rangement.* The company contributes toward the costs of the employee 
coverage. Employees are required to pay contributions based on two 
plans of Blue Cross coverage, one offering up to $10 daily for room and 
board, and the other up to $15 daily, each for up to 120 days of con-
finement. Full coverage is provided for all hospital extras up to 120 
days on each hospital admission, but all hospital admissions within 
ninety days of each other, are considered as one admission. Out-patient 
benefits are paid on emergency treatment given in a hospital within 48 
hours after an accident. Maternity benefits are in effect after nine 
months of family membership in the group, and an allowance of up to $100 
is made toward the hospital bill for a normal delivery. For a Caesarean 
Section, or severe complications of pregnancy, regular hospital bene-
fits are allowed. The plan includes a provision allowing benefits on 
in-patient, or out-patient diagnostic x-rays, under which the patient 
pays the first $15, or 5C% of the hospital's charges for x-rays, which-
ever is greater, and the Blue Cross pays for the balance for x-rays taken 
within thirty days. Dental surgery benefits are also provided under 
the plan, but only for in-patient hospital cases where seven or more 
teeth are removed. 
*70 
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The Blue Shield schedule offers payment in full service bene-
fits for single employees earning $5000 a year or less, employees and 
wife earning $6000 annually, or less, and for a family of three or more 
earning $7500 a year or less. For employees whose incomes are in ex-
cess of these amounts, benefits are provided in accordance with the 
surgical schedule, and the employee is responsible for any difference 
between this payment and the surgeon's customary charge for the 
operation. 
These Blue Cross and Blue Shield provisions are the same for 
most all of their employer group plans in effect in the State of Massa-
chusetts. Blue Cross administrators emphasize the community responsibi-
lity which is accepted and embodies in the Blue Cross provisions which 
provide continuing coverage after age 65, standard coverage for small 
groups and conversion privileges. The Blue Cross operates on a straight 
cost reimbursement to the hospitals for the special services, and makes 
a specific payment for the routine services.* 
This cost advantage has been criticized by private insurance 
concerns, who feel that the Blue Cross should be made to pay on the 
basis of the actual charges made by the hospital for the services 
' 
rendered. 
The Raytheon management has subscribed to the Blue Cross con-
cept and to its advantages t9 the employee and the. community. The Blue 
Cross faces the problems of rising costs because of the higher risk 
*27, p. 2 
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groups it accepts, and the older age groups for which it provides con-
tinuing coverage. The higher incidence of hospitalization by its mem-
bers who seek confinement to qualify for benefits, is also contributing 
to higher costs for the Blue Cross.* 
The monthly salary exempt employees of the Raytheon are pro-
vided with the same Blue Cross, Blue Shield coverage as the hourly em-
ployees, but in addition are offered major medical expense coverage. 
This plan pays 7~ of all covered expenses in excess of a deductible 
of $500, and is underwritten by the Equitable Life Insurance Company. 
For the life insurance, and major medical coverage available 
to them, the monthly salary exempt employees, who are single, pay con-
tributions of from $2.65 to $21.90 monthly, in accordance with earnings 
classes. Employees with dependents pay from $4.40 to $23.65 for the 
family coverage. Raytheon also contributes to the cost of this plan. 
Benefits of up to $5000 may be paid on expenses resulting from the 
same illness.** 
For absence due to illness, the Raytheon Plan provides from 
$21 to $45 weekly, for office and hourly employees, in accordance with 
earnings classes, for up to thirteen weeks maximum.*** Monthly employees 
are provided instead with full salary continuance of from one month to 
three months depending on company service. 
*27, p. 10 
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£. Comparison of General Electric, Sylvania, and Raytheon Plans 
The study of the General Electric, Sylvania, and Raytheon 
plans, reveals basic difference in management thinking on health insu-
rance programs for· employees. The General Electric's program stresses 
the individual employee's responsibility and strengthens his ability 
to pay for medical costs as part of his family's budgeted financial 
requirements. It calls for employee, as well as company, contributions, 
and provides for the co-insurance concept, by leaving a portion of the 
expense to be paid by the employee, thereby retaining the individual's 
interest in the cost of medical expenses. The coverage applies to all 
hourly and salaried employees on a voluntary participation basis. The 
broad and flexible limits of the coverage provide protection for the 
employee, even in catastrophe type illness. The exclusions embodied 
in the plan minimize the payment of duplicate benefits, by excluding 
expenses to the extent they are covered under other employer group 
plans, and also excluding Workmen's Compensation cases, and expenses 
on which payment is made as a result of a legal action. 
The Sylvania plans differ in their basic provisions, in the 
fact that the cost is borne entirely by the company, and in the exclu-
sions under the major medical plan, which do not contain exclusions 
relating to other group plan benefits. Weekly benefits are limited to 
thirteen weeks in Sylvania, as compared to the twenty-six weeks under 
the General Electric Plan, although· the one-half pay provisions are 
the same. Unlike General Electric, the Sylvania plan allows no weekly 
disability benefits to salaried employees during periods of salary 
continuance. 
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The Raytheon Plans provide substantially lower levels of 
benefits for office and hourly employees than do the General Electric 
and Sylvania Plans. The separate plan available for management offers 
major medical expense protection, but there is no provision for weekly 
disability benefits after a limited period of salary continuance during 
illness. A major difference between the Raytheon coverage and the 
General Electric and Sylvania plans, is the Blue Cross and Blue Shield 
coverage in Raytheon, as compared to plans of private insurers found 
in General Electric and Sylvania. Differing management philosophies 
are reflected in these choices. These philosophies will be reflected 
in the future progress to be made by these firms in voluntarily find-
ing solutions to the basic economic problem of paying for medical 
costs. 
F. Problem of Rising Medical Costs 
The future trend of medical costs is, of course, a large 
question mark, and the success of this type of coverage will depend 
to a great extent on the responsibility which is exercised by hospitals, 
doctors, and other segments of the medical field, in keeping their 
charges reasonable. Greed and exploitation of insurance plan provi-
sions, which are designed to be flexible and to protect employees even 
against catastrophe type illness costs, can render these plans ineffec-
tive and beyond the means of the participating employees. The end 
result of such as irresponsible approach should, however, be apparent. 
The government would be required to institute regulatory restrictions 
and to provide government sponsored medical care programs, or health 
insurance plans. 
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CHAPTER 4 
FINANCIAL AID PLANS 
In examining the problem of the employee's financial plight 
because of illness, management's appraisal of its responsibilities 
should also lead to the area of financial assistance to the employee to 
hasten his rehabilitation. We will not attempt to develop at any length, 
the effect on the employee's productivity, of worry because of the bills 
accumulated due to illness. It can be expected that the degree that 
his productivity is affected will depend on the personality of the 
worker, and the extent of his problem. The amount of expense is cer-
tainly a factor and if a member of his family is ill, the employee's 
concern with the question of recovery will also have its affects. It 
is generally agreed that some effect can be expected and that the sooner 
the employee's financial rehabilitation is achieved, the sooner he can 
be expected to return to full productivity. Although most of the health 
insurance plans found in industry provide some payment of weekly bene-
fits during periods of absence from work due to illness, the fact is 
indisputable that the employee is faced with increased financial obli-
gations over and beyond his normal limits, due to the portion of medical 
expense which is not covered under the insurance plan. He also finds 
that his income is drastically reduced to the amount allowed under the 
weekly disability portion of the insurance plan, generally for a fixed 
number of weeks. The health insurance plans discussed in the previous 
chapter reflect typical provisions. The Sylvania and Raytheon plans pro-
tect for a maximum of 13 weeks, whereas the General Electric plan extends 
benefits to 26 weeks. 
67. 
A. Economic Problems of Credit Era 
The employee who falls behind on his outstanding credit obli-
gations in our current mortgage and credit era is faced with the neces-
sity of borrowing to pay bills until he returns to work, to keep his 
home and auto which may both be mortgaged. The employee may, of course, 
turn to finance companies which are in the business of lending money at 
substantial interest rates. On the other hand, management may wish to 
explore the advantages of making relief or loan funds available to em-
ployees in times of emergencies due to illness, deaths, or other 
disasters. 
The scope of this problem isn't fully appreciated until we 
learn that in the year 1957, in the midst of a prosperity period, there 
were more than 5,500,000 Americans receiving relief money from the 
government and that l/3 of these cases were the result of illness.* 
The relief costs of communities were going up even in an era of high 
employment and prosperity, as were the taxes on business and the indi-
vidual citizen to pay for these costs. 
The efforts that management may expend to provide some plans 
offering financial assistance to employees in times of illness, either 
in the form of loans or relief, can contribute to a greater confidence, 
on the part of the employees, in management's responsibility toward 
them and its concern for their welfare. 
*110, p. 144 
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B. General Electric's Relief and Loan Plan 
A Relief and Loan Plan came into existence in 1937 at the 
Lynn River Works of the General Electric Company and its Constitution 
was modeled after a plan founded in the Schenectady Plant of the Company 
in 1930. The objective of the Plan was to provide assistance in the 
form of loans or relief to employees in times of emergency need due to 
illness, death in the family, fire or other disaster.* The Plan was to 
be jointly administered by three Company appointed and three employee 
elected administrators. Employee membership was on a voluntary basis 
and was offered to all hourly employees with more than one year of con-
tinuous service. Salaried employees who earned less than $50 were also 
eligible to enroll. Dues of not less than five cents or more than ten 
cents weekly were required from members and the General Electric Company 
agreed to contribute an amount equal to that contributed by the members.** 
The Lynn River Works was divided into three districts and the 
employee members of the Plan employed in these districts were to elect 
their administrator to serve for a period of three years.*** These 
original provisions of the Plan have remained practically unchanged du-
ring the more than 20 years the Plan has been in operation in the Lynn 
River WOrks. 
The eligibility of salaried employees was changed on Septem-
ber 1, 1947 to permit salaried employees, with less than $65 earnings 
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weekly, to be members of the Plan. The Company also agreed to pay for 
all administrator expenses on February 15, 1949. 
The Plan allows loans of up to $200 to be granted, at no in-
terest, to participating employees who present evidence that they have 
financial need because of bills due to illness or other disaster. Re-
lief of up to $240, during any 12-month period may be granted to any 
employee or pensioner found to have emergency need.* 
What has evolved in the years of joint Company and employee 
administration of the Plan has been a liberal application of the pro-
visions of the Plan to provide as much assistance to employees as 
possible within the limits of the Constitution. 
Since its inception, more than 2 million dollars has been 
granted in loans. As of December 31, 1957, relief payments to members 
totalled almost $720000 and to pensioners, totalled over $44 0000. 
During 1957, 987 loans were granted to employees for a total sum of 
$117,750. The Plan now has assets of more than $600,000.** 
c. General Electric's Emergency Aid Plan 
In 1956, the General Electric Company reaffirmed its policy 
of providing this type of financial assistance to employees by announcing 
an ~ergency Aid Plan" which was offered to all employees of the Com-
pany and which provided more liberal loan and relief limits than did 
the Relief and Loan Plans in existence at many of the departments of 
the Company. The Plan required no contributions by employees and allowed 
*63, P• 8 
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loans of up to $500 to be granted to employees, as well as up to $500 
in relief grants during any 12-month period. Interest was only to be 
charged on the portion of a loan in excess of $300 at ~.* These limits 
could be exceeded in cases of salary exempt individuals. The plan also 
provided for relief grants of up to $500 to employees and pensioners.** 
The Plan would be administered in such a manner as would be 
prescribed by the general manager of the operating department. The im-
plementation of the new Plan presumed the dissolution of the jointly 
administered Relief and Loan Plans by vote of their members following 
the acceptance of the new Emergency Aid Plan by the unions representing 
General Electric employees. 
D. Resistance by Unions to General Electric Plan 
The International Union of Electrical Workers, representing 
most of the hourly production and maintenance workers of the Company, 
raised objections to certain features of the new Plan. The primary ob-
jection was that it did not guaranty joint Company-Employee administra-
tion and that the requirements for the granting of loans would be more 
stringent than those under the Relief and Loan Plans. A stalemate de-
veloped because of the union objections and the Emergency Aid Plan was 
effective on July 1, 1956 only for non-union eligible employees and em-
ployees of certain technical unions which accepted the new plan, as well 
as for pensioners who had retired prior to July 1, 1956. The other 
question which would have been faced by the Company, if the Plan had 
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been accepted by the International Union of Electrical Workers was 
whether or not the members of the Relief and Loan Plan would have voted 
for the dissolution of their Plan. 
The Relief and Loan Plan of the Lynn River Works has remained 
in operation to the present time and there appears to be little likeli-
hood of a voluntary dissolution in the near future. 
E. Administrative Problems 
An interesting administrative problem is the fact that Company 
auditors have traditionally raised certain objections to the administra-
tor's liberal application of the provisions at the Lynn River Works and 
their patient approach to outstanding overdue accounts. The administra-
tors of the Plan have justified their approach to employee need as a 
humane and reasonable one, whereby the individual's dignity is main-
tained and undue investigative efforts are eliminated as much as 
possible.* 
It must be remembered also that since employees contribute 
and have equal voice in the administration of the Plan, with the Com-
pany appointed administrators, that a working relationship and under-
standing with the employee administrators has had to be maintained and 
that this situation may have contributed to a more liberal application 
of the provisions than would otherwise have evolved. 
The other problem which has faced the administrators of the 
Plan is the collection of overdue loans outstanding on accounts of 
former employees who separated from the Company because of lack of work 
*118 
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or other reasons, In cases where the absence is due to illness, the 
administrators have taken a sympathetic and practical approach and 
have not pursued repayment, writing off the outstanding amounts to 
Relief wherever practicable, 
In other cases of employees who have terminated their service 
for personal reasons or who have been absent for lack of work for a 
prolonged period, the administrators have from time to time taken 
suitable collection measures. Such accounts were at one time turned 
over to an attorney for collection, but the returns were so small, that 
the arrangement was later abandoned,* 
In 1956, the administrators arranged with the Retail Credit 
Bureau of Greater Lynn to report any overdue accounts to the Bureau 
for collections, after carefully reviewing the collection procedure to 
be used by the Bureau, It was the feeling of the administrators that 
the economic pressure of the Bureau was more desirable from the stand-
point of community relations than the legal action which would be 
brought by an attorney to affect collection, The financial records 
of the Relief and Loan Plan also give evidence that uncollectible ac-
counts have been maintained at a very low and conservative figure when 
compared to the total amount of money granted in loans since the in-
ception of the plan. Only $6500 of loans granted have had to be 
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written off as uncollectible, of the total of almost $2 million dollars 
loaned since the plan's inception.* 
The Emergency Aid Plan which we have explained is in effect 
for all non-union eligible employees and pensioners who retired prior 
to July 1, 1956, is being administered by a Company appointed admini-
strator in each department of the Company. In the Medium Steam Turbine 
Department at the Lynn River Works, 13 loans, totalling $3670 have been 
granted to employees since the Plan's inception. Relief grants totalling 
$5500 have been granted to pensioners.* These amounts were granted 
after consideration of the individual's need and length of service with 
the Company. Although there were more than 1300 management and other 
salaried employees eligible to receive assistance under the Plan, the 
few requests received reflect the higher earnings level of the supervi-
sory and engineering groups. It may also indicate that the average in-
dividual on a salaried job may do a better job of planning for his 
future needs. 
F. General Electric's Emergency Pension Loan Plan 
In addition to the Relief and Loan, and the Emergency Aid 
Plans, the General Electric Company also has established an Emergency 
Loan Plan for its Pension Plan participants. Since the Pension Plan is 
a contributory one and employees who have contributions in the Plan 
cannot withdraw them for as long as their service with the Company is 
maintained, this Emergency Loan Plan affords financial assistance to 
an employee who is either disabled by illness or laid off for lack of 
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work. He may borrow up to $300, but not in excess of his pension con-
tributions since the pension contributions are used as his security 
for the loan.* 
The effect of these plans has been to provide every employee 
of the Company with a measure of financial assistance beyond that pro-
vided under the insurance programs of the Company, by enabling him, in 
time of illness, to borrow at no interest, or at very low interest and 
to pay off his pressing obligations resulting from the illness. 
G. Employee Credit Unions 
Employee Credit Unions are found to exist in many firms and 
offer assistance to their subscribers, by allowing them to borrow money. 
These Credit Unions operate more like banking institutions and must ne-
cessarily consider the ability of the employee to repay the loan more 
than the extent of the need, or the reasons for requesting the loan. 
Within the Sylvania and Raytheon Companies, financial assistance is 
limited to the loans available to employees through membership in a 
Credit Union, and there was no indication given by the management of 
these firms that any other plans of financial assistance are under 
consideration. 
The information presented about the Relief and Loan and other 
plans in effect for General Electric employees at Lynn River Works of 
the Company may provide a better understanding of the functions of such 
plans and their effectiveness as well as the administrative problems 
which are encountered. 
*118 
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CHAPTER 5 
COUNSELING AND COI>MJNICATION 
Whether in the smal!l factory or large plant, the experience 
of managing people leads to the realization that the work situation is 
permeated with the personal problems of the employees and that produc-
tivity is acutely dependent on a healthy and trouble free work force. 
For management to take a disinterested attitude about these problems 
is to accept the approach that the employer can do nothing to limit 
them for it must be assumed that the prudent employer would not over-
look any course of action that he knew might have an effect on produc-
tivity. The evidence, however, points to the conclusion that when 
management takes sincere interest in the employee as a human individual 
and when this sincerity of intent is recognized by employees, then the 
basis for sane and sound management employee relations is established. 
A. Management Attitudes 
The employee who is troubled by sickness in his family, the 
resulting bills, the emotional effects, may become difficult to manage, 
an absentee problem and a production problem. If management's approach 
is one centered on the quality of his work only, the poor results will 
probably continue for as long as the underlying cause continues to pla-
gue the effectiveness of the employee and chances are the performance 
will get still poorer. Management's approach, on the other hand may 
be to arrive at some mutual understanding with the employee, of the 
underlying causes of his overall problem by giving the employee the 
opportunity to express himself to management. 
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B. Counseling by Personal Interview 
By a personal interview, an exchange of information may take 
place that will give both the interviewer and the troubled employee a 
better insight into the real problem. The employee may not have known 
of some plan available within the Company which can assist him to meet 
the financial obligations which have been the source of his worry. He 
may not have fully appreciated the full extent of his health insurance 
coverage. He may not have known of the social agency that is ready to 
offer him help with his problem. The employee may, thus, be led to a 
better understanding pf his situation, by being allowed to get his pro-
blem off his chest and by enabling management·to learn of his basic pro-
blem and to offer help or guidance. The personal interviews are va-
luable to management in supplying information regarding conditions·and 
attitudes, releasing the will to work among employees and supervisors 
interviewed and accumulating a supply of valuable training information 
for management.* 
The counseling practices in any firm depend, of course, on 
the attitude of its management and on the number of employees in the 
firm. 
In the small family owned business, the owner-manager may do 
whatever counseling he feels within his responsibility as an employer. 
,. 
In larger firms, employing a few hundred employees, the counseling 
duties may be delegated to a personnel man as part of his overall job. 
In the very large corporation, employing thousands of people, counseling 
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may be delegated to qualified individuals on a full time basis. The 
examples found in the three firms reported in the thesis, present in-
teresting differences in the management approach to employee counseling. 
C. Policies and Practices of Sylvania 
The Boston Street Plant of Sylvania in Salem, employing some 
800 people in norma~_times, has a Personnel Manager, who as part of his, 
function of employment, wage rate, and union relations, also does some 
degree of counseling as he may be called upon to provide by employees. 
Production problems arising from poor employee performance 
become the responsibility of the individual foreman, in the Sylvania 
situation. The stress of production deadlines and schedules limits the 
foreman's time to fully explore all facets of the employee's problems, 
to evaluate the problem and to suggest, or help the employee to see for 
,himself the course of action he should follow. The plant employs a 
' plant physician who is also called on to counsel employees in situations 
which are related to personal health problems.* 
D. Policies and Practices of Raytheon 
In the Raytheon Company, executives engaged in providing em-
ployee services attest to a program of extensive employee counseling 
which has the enthusiastic support and encouragement of the firms top 
management.** The Director of Employee services, who is a trained so-
ciologist, is at the head of a staff of interviewers, some taken from 
employee ranks and others hired because of their education and social 
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work background. The work of the interviewers, when the positions were 
first created, was to conduct exit interviews only and thereby provide 
valuable feedback for Raytheon management in times when the Company was 
rapidly expanding and had critical manpower needs. The work of the in-
terviewers has been expanded to include induction interviewing of new 
employees. New employees are interviewed a few weeks after being hired 
and through casual non-direct interview technique, the employees accli-
mation to the job is gauged and efforts are made to iron out any pro-
blems that are revealed as a result of the interview. Some of the plans 
under consideration by Raytheon management include the further broadening 
of counseling services to include specialized placement of physcially 
handicapped workers and more extensive counseJing services for employees. 
The employee services personnel of the firm maintain a close working re-
lationship with the social agencies in the community where their plant 
is located and make referrals to these agencies after appraising the 
employee's problem.* 
As part of the expanding electronics industry, Raytheon has 
had rapid growth in the period of a few years. Its continuing manpower 
requirements may have contributed to a management philosophy stressing 
employee counseling and the need for feedback concerning employee atti-
tudes and in addition, the employment and rehabilitation of physcially 
handicapped people. 
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E. Policies and Practices of General Electric Company 
The General Electric Medium Steam Turbine, Generator and Gear· 
Department in Lynn, whose practices are also reported in the thesis and 
has more than 6500 employees, presents again a different approach to 
employee counseling. As in most departments of the Company, the emplo-
yee relations section includes a Manager of Employee Relations, whose 
duties closely approximate those of a personnel manager and reporting 
to him are Specialists on various aspects of the employee relations 
work. 
There are individual full time specialists assigned to each 
of the employee relations sub-sections, such as employment, safety, 
suggestion, training and benefit plans. The Supervisor of Benefit Plans 
has overall counseling responsibilities to employees on all Company 
benefit plans, in addition to his work of administering the insurance, 
pension and financial aid plans of the Company and ruling on questions 
of continuity of service. 
A registered graduate nurse, who has had more than 30 years of 
service with the Company is also a member of the benefit plans organi-
zation and provides visitation services to hospitalized employees and 
to the more than 1500 pensioners who have retired from the Lynn River 
Works location. 
A department payroll section, called in Company terminology, 
a Personnel Accounting Section, maintains all payroll and record data 
on employees and provides the Benefit Plans specialist with data as 
requested, to enable this counselor, as he may be called, to explain 
so. 
the provisions of,the plans to employees and to provide them with an 
understanding of their individual status under these plans. 
As an administrator of the health insurance program, the 
Benefit Plans Specialist is responsible for the processing of all life 
and health insurance claims to the insurer, the Metropolitan Life Insu-
rance Company. In his capacity, he acts also as a representative of 
the employee in filing his claims and corresponding with the insurer 
as necessary, to achieve full and proper consideration of all claims 
under the provisions of the plan, His expertness in the provisions of 
th~ insurance and other benefit plans enables him to protect and sup-
port the interests of the Company and the employees. 
In cases of employee or pensioner deaths, the Benefit Plans 
Specialist visits the widow or beneficiary of the deceased and proceeds 
to inform the beneficiary of the insurance and other benefits payable 
under the plan and to arrange for the payment of these benefits, The 
death cases generally require several visits to the deceased's home, 
to have all necessary forms completed for the various benefits available 
under General Electric's "Better Living Program" and to deliver the 
payment checks, The extent of the employees protection for his family 
and the complexity of the counseling that may be required can best be 
shown by examples of actual cases occurring in the Medium Steam Turbine, 
Generator and Gear Department at Lynn. The following are three actual 
employee death cases and the benefits paid to the beneficiaries:* 
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Employee A Lathe Operator - 35 years service - age 59 
Beneficiary - Wtfe - age 61 
1. Life Insurance - $12,500 
Paid in lump sum 
2. Pension Benefits - $119.52 monthly for 5 years 
3. Vacation Pay - $357 
4. Savings and Stock Bonus Plan 
(Employee buys government bonds, leaves them on deposit 
with Company for 5 years, receives bonus of General Elec-
tric Common Stock equal to 15% of bond purchases) 
Bonds - (Maturity Value) - $3250 
Stock Bonus - 17 shares Common Stock - Market 
Value of about $1000. Arranged for registration to 
be in joint ownership with son. 
Total value of General Electric benefits - $24,278 
Employee B - Chipper - 17 years service - age 51 - (Accidental Death) 
Beneficiary - Wife - age 53 
1. Life Insurance - $11,363 
2. Accidental Death Benefits - $5682 
Total of $17,045 was paid in lump sum 
3. Pension Benefits - $41.80 monthly for 5 years 
Requested and was granted instead, lump sum of $2361.78 
4. Savings and Stock Bonus Plan 
Bonds - (Maturity Value) - $3775 
Stock Bonus - 11 shares Common Stock - Market Value of 
about $660. Arranged for payment to the estate of deceased. 
Total value of General Electric benefits - $23,841 
Employee C - Drafting Supervisor - 40 years service - age 59 
Beneficiary - Wife - age 54 
1. Life Insurance - $19,800 
($4800 paid in lump sum, balance arranged to be paid in 
monthly installments of $170.40 for 96 months at the request 
of the beneficiary and to provide her with regulated income 
until age 62 when she would become eligible to widow's 
benefits under Social Security) 
2. Pension Benefits - $158.85 monthly for 5 years 
Beneficiary requested and was granted instead, a lump sum 
of $8975.91 after being advised of possible tax advantage 
due to Federal Tax Exclusion of up to $5000 applicable if 
lump sum is paid. 
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4. Savings and Stock Bonus Plan - Bonds 
(Maturity Value) - $2700 
Stock Bonus - 6 shares of Common Stock 
Market Value of about $360 
Total value of General Electric benefits - $32,056 
The Benefit Plans Specialist is responsible also for the 
counseling of employees concerning their status under the General Elec-
tric Pension Plan and Pension Plan provisions. 
All pre-retirement counseling and services after retirement 
are within the scope of this position. The pension application papers 
of a retiring employee are explained to him by the Benefit Plans Spe-
cialist and the Specialist provides the further service of delivering 
the first pension check to the home of the pensioner. As Company admi-
nistrator of the financial aid plans, which permit loans or relief to 
eligible employees, the Benefit Plans Specialist interviews, considers, 
and counsels employees who are having financial and other problems 
resulting from illness. 
The part that the Industrial Nurse performs in the counseling 
of employees affected by illness, is in the regular weekly visitations 
to hospitals in the Lynn Area, to hospitalized employees of all three 
operating departments located at the Lynn River Works. Although each 
of the operating departments operates independently under the complete 
decentralized operation, which General Electric embarked on in 1950, 
and engages its own Benefit Plans Specialist, the services of the 
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industrial nurse are utilized by all three departments and her salary 
is assessed to them, since it is felt she is best qualified to conduct 
such visitations. The Industrial Nurse is also called on to counsel 
female employees on delicate problems, to make absentee checks, and to 
make any other visitations as may be required to disabled employees or 
pensioners. Under a formal pensioners' visitation program, the Indus-
trial Nurse visits all pensioners retired from the Lynn River Works. on 
an annual basis, to talk with.them and to determine attitudes and what 
problems, if any, they are encountering. Many cases are recommended 
for relief grants as provided under the Emergency Aid Plan provisions. 
These then are the major counseling services offered.within 
the Medium Steam Turbine, Generator and Gear Department. Since the 
River Works is served by a fully equipped Dispensary, staffed by three 
full time and one part time doctor, many employees are also assisted 
on physical problems by counseling given by the doctors. Problems of 
alcoholism for instance are treated as sickness cases. These indivi-
duals are given the opportunity to submit to treatments during which 
time their service with the Company is protected and they receive full 
health insurance benefits as described in Chapter 3. Every effort is 
made to find suitable employment for employees handicapped by illn~ss.* 
The plans which the operating departments of the General Elec-
tric Company have adopted to protect their employees in times of illnes,; 
have come into being and have been continuously improved because of the 
emphasis that General Electric's officers have given.to the principle 
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of greater management interest in employee problems and in establishing 
sound management employee relations, The job protection that a company 
may give to an employee absent from work due to illness, the efforts of 
the Company to find suitable employment for an individual-handicapped 
by illness, the level of benefits provided are dependent to a great ex-
tent on the philosophy of the management of the firm, concerning its 
responsibilities, The cost factors are, of course, limiting considera-
tions, but perhaps not as limiting as are shortsighted management philo-
sophies which emphasize maximum profits and overlook all other conside-
rations. The General Electric Company has propounded a philosophy which 
emphasizes the social obligations of the business manager and has en-
couraged its executives to make decisions in the balanced best interests 
·of the shareholders, consumers, and employees,* 
F. Effective Communication with Employees 
The policies of any firm, with respect to counseling and 
servicing employees on problems resulting from illness will reflect its 
management's approach, The money, time, and effort spent in evidencing 
interest in the individual employee and his problems, which are known 
to affect his value as a worker, are believed to have,substantial effect 
on employee attitudes, morale, and productivity. Most firms recognize 
the importance of understanding the employee and of achieving a positive 
' 
and enlightened attitude by employees, toward the objectives of the 
firm. 
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Many firms fail, however, in communicating their objectives 
to their employees and in gaining employee confidence in the intentions 
of management. Effective communication must accompany a sound benefit 
program, Counseling of employees by personal interview provides the 
most expensive and yet most effective two-way communication with emplo-
yees. The General Electric Company, in recognizing the importance of 
communication of Company plans and objectives has stressed the role of 
the individual foreman as the first line source of information for em-
ployees and has provided the foreman with support as needed in the per-
sons of various specialists on communication, benefit plans, training, 
and other personnel functions.* 
By the counseling of employees and the-effective communica-
tion of employee benefit plans and policies, management may provide in 
the long run, the basis for a better understanding by management and 
labor of their resp~ctive functions in the American economy, 
*119 
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CHAPTER 6 
CONCLUSIONS AND OUTLOOK 
A. Dangers of Increased Government Regulation 
The ability of management and labor to find workable solutions 
to the problem of paying for the costs of medical care will be a major 
factor determining the government's future intervention in solving this 
economic problem. As we discuss voluntary alternatives open to manage-
ment, it must be remembered that we are living in a period when govetn-
ment is quick to legislate for the public welfare. Recessions and de-
pressions are no longer allowed to run their courses unimpeded. Periods 
of unemployment are of immediate concern to government and corrective 
measures are quickly taken. The national medical care problems are 
being carefully studied by legislators and proposals of government spon-· 
sored health insurance programs are becoming more frequent. If the 
workers of the nation continue to turn more and more to government to 
solve their economic prob~ms, they may eventually lose many of the 
attributes of individualism which have contributed to the development 
of the nation and to its progress. The employees lack of understanding 
and little confidence in the private competitive business system, can 
lead to ultimate government control of all production facilities and 
the sacrificing of individual freedoms to state control. People who 
want economic security handed to the~ rather than earned, generally look 
to government regulation as a panacea for all economic ills. Their 
preoccupation with the getting of "something for nothing" leaves them 
unimpressed with the efforts of management to strengthen the concept 
·'. 
of individualism and the ability of the individual to pay for his own 
wants. 
The results, however, of the cooperative efforts of manage-
ment and labor in planning for protection against the financial effects 
of sickness and death speak enviably for the progress possible through 
voluntary action. 
B. Importance of Sound Management-Employee Relations 
It is no longer conceivable that management's philosophy with 
respect to employee relations and services should be predicated on 
solely the requirements imposed by government. With maturity, manage-
ment has come to realize that the complex human beings who comprise the 
work force must be studied, understood, and taken into consideration in 
developing the objectives of the business. Employee productivity is 
vitally affected by employee attitudes toward management. Unless there 
is mutual understanding by management and labor of their respective 
function in the economy, it is futile to hope for workable solutions to 
economic problems. It is these realizations that are prompting manage-
ment to take a realistic view of the future and to devote considerable 
thought and-effort to developing sound and lasting relations with em-
ployees·. The first important phase in creating heal thy labor-management 
attitudes is to achieve mutual respect based on integrity. This mutual 
respect could not be achieved under conditions where management and la-
bor seemed to be struggling constantly to attain opposite objectives. 
It is this task which confronts management as an essential part of its 
responsibilities to preserve and strengthen our economic system. 
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During the past decade there has been greater evidence than 
ever before of management's concern with the economic problems facing 
the employees and this interest and concern is demonstrated in a positive 
and realistic approach to the demands of employees. 
c. Doing Right Voluntarily 
The General Electric Company has emphasized the concept of 
"doing right voluntarily" in its collective bargaining discussions in 
recent years with the unions representing its employees.* Lemuel 
Boulware, who as Vice President of the Company's Public and Employee 
Relations, was credited with being the man most responsible for this 
new approach to collective bargaining, promo~ed the theory of open and 
frank discussion and communication of issues affecting employees and 
the Company. The traditional secrecy and defensive approach which was 
found to have been common practice of company management in the past 
was recognized as an unrealistic and futile practice. Under the leader-
ship of Mr. Boulware, General Electric approached contract negotiations 
with the attitude that it was ready to consider all factors and to make 
a sound offer, which would be in the balanced best interests of all. 
The Company's offer would not, therefore, be a minimum or initial pro-
posal as a starting point for further negotiations. It v~uld represent 
the Company's carefully considered best offer. It was also made clear 
that the Company would not be intimidated by threats of strikes to make 
unrealistic concessions which would jeopardize the long run competitive 
position of the firm. Employees were kept informed on the issues under 
*84, P• 37 
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discussion and of the proposals. The General Electric Company placed 
its confidence, therefore, in the individual employee and in the philo-
sophy that given all the facts, the employee would give fair considera-
tion to the management proposals. The contract negotiations of 1955 
were heralded as a supreme example of the success achieved through the 
positive approach to collective bargaining, in bringing about mature 
and sensible consideration of contract issues by both management and 
labor. A unique 5 year contract which was praised by both General Elec-
tric management and union leaders as one of the finest ever negotiated 
in industry, was discussed, agreed upon, and signed after just a few 
weeks of deliberation. 
D. General Electric's Disappointing Experience 
In 1957, however, at the Lynn plants of the General Electric 
Company, a disturbance occurred which puzzled and frustrated Company 
management. On relatively minor issues involving scheduling of over-
time work, disciplining of a steward and one application of a layoff 
procedure, union leadership called for a strike vote of the union mem-
bership while negotiations with the Company were still continuing.* 
The consensus of management thinking was that the employees would not 
sanction such drastic action on such issues. In a secret ballot, the 
employees voted overwhelmingly in favor of authorizing their union 
leadership to call them out on strike at their discretion. A few days 
later, the strike was called. It was a strike that lasted only two 
work days as the union leaders agreed to revert to the course of action 
*89, p. 1 
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which the Company had continuously recommended during negotiations on 
these issues; namely, submitting two of the issues to arbitration and 
continuing negotiations on the third. 
' 
E. Recommendations for the Future 
This example of General Electric's experience at its Lynn 
plants in 1957 in spite of the efforts expended by the Company to pro-
vide very extensive employee benefit plans and to evidence interest in 
the welfare of its employees, demonstrates the monumental task facing all 
management in the problem of establishing harmonious employee relations. 
Management's attitude toward the employee relations problem is reflected 
in the policies and plans it develops, which offer protection to the 
employee against the financial effects of illness. In addition to de-
veloping effective plans, it is management's responsibility to educate 
the employee concerning the operation of our business system and the 
employee's obligations, as well as freedoms under the system. The pro-
blem becomes one of getting employees to consider the long run implica-
tions of too great a dependence on government welfare programs and not 
just the immediate benefits of such programs. It is a difficult task 
to achieve employee understanding of the effects of continued extension 
of government sponsored welfare programs on the freedoms of the indivi-
dual and on the economic progress of the nation. This represents a tre-
mendous challenge for management but it is imperative that concerted 
action be taken if the dangerous trend of more and more dependence on 
government is to be reversed. 
There continue to be wide disparities between the plans and 
policies of one employer as compared to those of another. Continued 
effort must be made by management to bring the average levels of insu-
rance protection up to where effective protection is being provided 
to employees in all industries. Management associations which tradi-
tionally have concentrated their efforts on opposing government propo-
sals which extend welfare programs, should become positive influences 
in a movement to encourage employers to implement sound policies and 
plans of protection against the effect of illness. 
Although major advances have been made in providing active 
employees with broad and continuing plans of insurance protection to 
meet expenses due to illness, protection for the aged continues to lag 
far behind. Because of the risk factor, private insurers' plans are 
generally written to cover employees up to the age of 65. Some little 
effort has been made to provide very limited levels of benefits after 
65 under some of the group plans in industry, as in the cases of Gene-
ral Electric pensioners. Blue Cross and Blue Shield plans have taken 
a more realistic approach on the problem of coverage for the aged, by 
providing for continued protection under the same provisions even after 
age 65. They are encountering problems, however, of higher costs be-
cause of the higher risk factor in insuring these older age groups. 
These costs are not as high as they would be under the coverage of a 
private insurance firm offering the same level of benefits, since the 
Blue Cross plans receive privileged treatment by hospitals, in that the 
hospitals are only reimbursed by the Blue Cross of the actual cost of 
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services rendered to the subscriber. If voluntary plans of industry 
continue to provide the very limited level of benefits they currently 
provide for people over age 65, it can be expected that a government 
sponsored program of health insurance protection for the aged will 
follow. 
A major trend has been developing in the field of health in-
surance protection for employees as more and more firms are following 
the example pioneered by the General Electric Company in 1955 of offer-
ing Comprehensive catastrophe type insurance coverage for employees and 
their families. The flexible provisions of this type of coverage which 
provide percentage reimbursement on covered expenses contain in effect 
built-in automatic adjustments to keep pace with the rising level of 
medical ~osts. The long run effectiveness of this type of coverage will 
depend on the future level of medical costs and the self control practiced 
by hospitals, doctors, and other dispensing medical services in deter-
mining their fees and charges. Since 1936, hospital rates have almost 
quadrupled and it has been estimated that they will continue to rise 
at a rate of about 5% a year. Doctor's fees have increased 7~fo, over 
that same period of some 20 years, which is less than the rise in the 
cost of living, but there has been a much sharper increase in doctor's 
fees during the past 5 years when they rose 19% as compared to a 6% 
rise in the cost of living.* Management and employees should be keenly 
interested in the trends of medical care costs, since the cost of 
adequate health insurance in the future will depend on the 8xtent that 
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doctors and hospitals accept their social responsibility to maintain 
reasonable fees and charges. 
F. Management's Alternatives 
The alternatives for the future to be considered by manage-
ment seem very clear. If management concludes that the problems of 
the employee affected by illness are not its concern and does not ac-
cept any responsibility in developing workable solutions, it can ex-
pect that the demands of society will find support in government and 
that government regulation and control of business will continue to 
increase. If, on the other hand, management accepts a degree of res-
ponsibility in this area as evidence of a mature and considerate ap-
proach to its social obligations, it faces the challenge of proving 
again that through the voluntary efforts of management and labor, 
solutions can be found for the employee's economic problems resulting 
from illness; solutions which preserve the freedom we have enjoyed 
under our competitive private enterprise system and serve to strengthen 
its basic tenets. 
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